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UNORDERED MERCHANDISE TRANSMITTED 
BY MAIL 


TUESDAY, FEBRUARY 28, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND Civin SERVICE, 
SUBCOMMITTEE ON Post Orricrt AND PosTaL OPERATIONS, 
Washington D.C. 

The subcommittee met, pursuant to call, in room 213, Old House 
Office Building, at 10 a. m., Hon. John Dowdy (chairman of the 
subcommittee) presiding. 

Present: Representatives Dowdy, Robeson, Fascell, Kilgore, 
St. George, Gubser, and Cederberg; ex-officio member, Mr. Rees. 

The Cuamrman. The subcommittee will come to order. I have a 
little statement I will place in the record here. 

The hearings which begin today are being conducted under direc- 
tion of the House of Representatives as contained in House Resolution 
304. Paragraph (5) of the resolution directs the committee to 
investigate 





The mailability of articles and printed matter generally, including, among other 
things, the mailing of unsolicited articles with requests for payments or 
contributions. 

One of the practices complained of consists of sending unordered 
merchandise through the mail, coupled with the followup of very 
strong letters of collection. According to information received by the 
committee, this business has grown to tremendous proportions, gross- 
ing hundreds of millions of dollars a year. 

Unsuspecting citizens who unwittingly pay for some of these items 
find themselves placed on a “preferred” list which causes them to be 
bombarded by a volume of such material. 

The subcommittee intends to explore also the practices of stamp- 
sales organizations and books and record sales groups which refuse to 
cut off orders brought about by misleading statements contained in 
advertisements. 

Before setting the hearings the subcommittee reviewed a Post Office 
Department display of many such items. 

In determining to conduct this study we were deeply concerned 
about the fact that the Post Office Department is being called upon 
to subsidize these very questionable business practices—many of them 
bordering on actual illegality—the subsidy being, of course, through 
low mail rates. This subsidy contributes much to the multimillion 
dollar loss of the Post Office Department, as it is principally third- 
class mail. 

Very likely we will explore also the need for tightening up postal 
laws and regulations as they relate to other phases of the study. Spe- 
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cifically, we will look into the need for improved procedures which 
would bring about better enforcement of laws prohibiting the sending 
of obscene and pornographic materials through the mails. 

The study will also include a strong drive against using the mail 
for fraud, lotteries, and other illegal procedures. 

The first witness will be the Honorable Abe McGregor Goff, So- 
licitor of the Post Office Department, accompanied by Mr. David 
H. Stephens, Chief Postal Inspector, and Mr. William C. O’Brien, 
Assistant Solicitor. We will hear from Mr. Goff. 


STATEMENTS OF HON. ABE McGREGOR GOFF, SOLICITOR, POST 
OFFICE DEPARTMENT; WILLIAM C. 0’BRIEN, ASSISTANT SOLICI- 
TOR, FRAUD AND MAILABILITY DIVISION; AND DAVID H. 
STEPHENS, CHIEF POSTAL INSPECTOR 


Mr. Gorr. Mr. Chairman and members of the subcommittee: I re- 
gret that I do not have a prepared statement that I could present 
to all of you on this subject. I do have some notes from which I 
sapere to read and discuss the subject. 

Ly office is much interested in the study your subcommittee is 
making on the problem of unsolicited articles, and I know you have 
had the active cooperation of the Chief Inspector of the Depart- 
ment, and my office is equally desirous of furnishing you such in- 
formation as we can give you on the subject. 

The use of the mails for the sending of unordered merchandise has 
presented two principal problems to the Office of the Solicitor for 
the Post Oflice Department. One of these arises from complaints 
by the addresses of such merchandise who have not paid for it or re- 
turned it to senders and who have received dunning letters. 

These dunning letters are resented by the recipients because they 
feel they are being imposed upon and that efforts are being made to 
force them to pay for merchandise which they neither ordered nor 
wanted, and which they also feel they should not have to be bothered 
to return to the sender. 

The ordinary collection letter which simply makes a demand for 
payment, coupled with a statement that failure to pay will result 
in the filing of a civil action, does not contravene any postal statute. 
However, occasionally letters are employed for collection purposes 
which come within the purview of the so-called extortion law, title 
18, United States Code, section 876. 

Briefly summarized, this law provides a penalty for sending 
through the mails demands for money coupled with threats to injure 
the person, property, or reputation of the addressee or some other 
person or to injure the reputation of a deceased person or to accuse 
such person of crime. 

Where this threat is made to compel the payment of money, 
whether justly due or not, the statute is violated and the leading 
ease on this point is U7. S. v. Pignatelli decided by the United States 
wea of er in New York in 1942 (125 F. (2d) 643, cert. den. 316 

J. S. 680). 

Of course, the mailing of a postal card demanding payment for 

unordered merchandise or any other matter, coupled with a threat 
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or with a message of a defamatory character, would be a violation 
of the law (18 U.S. C. 1718 (b)). 

The Solicitor’s office has not received any great number of com- 
plaints arising out of the use of the mails for the sending of unor- 
dered merchandise, although there were received during the calendar 
year 1955, 40 complaints, all of which were the result of the use of 
the mails by private enterprises which sent out unordered merchan- 
dise, as follows: 


Gremiie-earas. 2 eS me, | tinea etal -elttemetalas Biota 1 
MeGme ool alin Sy 6 Phonograph records______________ 2 
Newspapers and magazines_______ 4 Miscellaneous merchandise _______ 13 
PT ES 3 — 
rr 4 aie cian hie Eee Eien EES 40 


The second major problem that has arisen out of the sending of 
unordered merchandise is a more serious one because it involves the 
violation of the postal fraud order statutes. The deception practiced 
in the cases which have so far required proceedings under the postal 
fraud order law and the Administrative Procedure Act, have related 
to pretenses that the sender of the unordered article was requesting a 
donation either for an injured, handicapped veteran or for a religious 
organization. 

The Solicitor’s office proceeded against an operator using the name 
Ex GI Plastic at Miami, Fla., whose literature gave the impression 
that the sender was a veteran honorably discharged from the Army 
for reasons due to partial disability incurred in line of duty while in 
service during the war. 

A donation of 25 cents was solicited to aid “the partially disabled 
veteran who is making this effort of selling these succeed.” This type 
of solicitation was accompanied with a crucifix or plastic “four-way 
medal.” ‘The only disability claimed by this operator when inter- 
viewed was a 10-percent disability due to a nervous condition. 

During the war he had been given a 50-percent disability due to 
suffering from psychomatic neurosis, but this has been reduced to a 
mere 10 percent. If each of the 400 pieces of mail received daily by 
this person contained the 25-cent donations requested, he was making 
a substantial income, even though not operating on a grand scale. 
Some reports credited him with receiving as much as $100,000 a year, 
but our investigation didn’t indicate any such amount. 

Before this Ex GI Plastic case came up for trial, the respondent, 
Benjamin Kram, signed an affidavit on July 27, 1955, whereby he 
agreed that all mail addressed to the fictitious name which he had 
assumed would be stamped “Out of Business” and returned to senders 
by the Postmaster at Miami, Fla. 

Mr. Kram is a member of a family which uses the mails under 
various other names to solicit donations for unordered merchandise 
and there is presently pending before the Post Office Department an- 
other proceeding involving Max Kram, who has been using the mails 
to send unordered merchandise under the name of Catholic Products 
of America, Miami, Fla. 

I am advised that the hearing examiner, Mr. Edward Carlick, there 
in the Post Office Department, has recommended a fraud order against 
this enterprise, but the operator has filed an appeal, and the whole 
file is now before me for decision. 
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Another member of the Kram family has been indicted in Pitts- 
burgh, Pa., for conducting another pseudoreligious unordered mer- 
chandise enterprise. The case is still pending. 

The success of these schemes points up the fact that the veteran, re- 
ligious, and charitable organizations make extensive use of the mails 
to solicit donations for various articles of unordered merchandise, 
including automobile keys, identification tags, crucifixes, and greeting 
cards, especially seasonal greeting cards. 

The owner of 1 concern which makes the mailings for several such 
groups told a member of my staff recently that he mails about 7 million 
cards in packages each December on behalf of veterans and other 
nonprofit organizations. 

When legislation is proposed to curb the mailing of unordered mer- 
chandise, these nonprofit organizations are usually exempted from any 
such proposed law and the last one before this committee contained 
such an exemption. 

Such exemptions no doubt accord with public sentiment and perhaps 
are justifiable by the worthiness of the causes served. Of course, the 
difficulty is that so many times the inspectors’ investigation discloses 
that the worthy charity actually receives only a very small fraction of 
the total returns that are received. 

Bill outlawing the mailing of unordered merchandise have been 
presented to Congress from time to time over the years. Any law 
which would require the postal service to exclude such matter from 
the mails would be cumbersome, expensive, and difficult to enforce. 

You can understand that in order to determine mailability, it would 
be necessary to examine parcels and other mailings. Unless they bore 
indicia of some kind stating whether they contained unordered mer- 
chandise, the postal employees could not ascertain the fact without 
investigations which would take some time and delay dispatch of the 
mail. I think the inspector will tell you that it does present a real 
problem and any legislation that is proposed should probably, as I 
say, provide for such mail to be marked so that it could be easily 
identified by postal employees. 

IT am informed that in 1955, 11,000,000 pieces of third-class bulk 
mail were deposited in post offices throughout the country. This 
covers only packages under 8 ounces in weight and, of course, most of 
it was advertising circulars. 

This is the class of mail most commonly used for articles under 8 
ounces by mailers seeking gifts from the niin. If mailings at regular 
third-class rates and parcel post were added, the magnitude of the 
policing job which such legislation would impose on the Department 
is readily appreciated. 

What is true of legislation declaring unordered merchandise non- 
mailable is equally true of provisions to subject such mailings to a 
higher rate of postage, unless the law required all such mail to be 
labeled and a criminal penalty was invoked for failure to comply with 
the labeling requirement. 

While a great nuisance to the recipient, there is nothing basically 
about mailing merchandise without an order except where deception 
is practiced upon the addressees either as to the nature of the cause 
for which sales or donations are solicited, or the diversion and use of 
the funds for purposes and profits not revealed to those solicited. 
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The present postal fraud laws appear to be adequate to deal with such 
schemes. 

The postal regulations already forbid the insuring of unordered 
merchandise and provide that if such matter be lost or damaged, no 
indemnity will be paid. A similar provision denies the collect-on- 
delivery service to unordered merchandise. 

The citizen who receives unordered merchandise which he does not 
want and is unwilling to pay postage to return to the sender is often 
worried about his legal liability to the sender. There are some State 
court decisions under which liability does arise where the merchandise 
is retained by the addressee and it is used. However, if merely held 
in custody until the sender arranges—and pays for—its return, the 
addressee would owe no debt to the sender. 

Of course, these considerations are largely theoretical because as 
a practical proposition, no sender will institute suit for merchandise 
of little value. The expense would make such a proceeding unprofit- 
able. Therefore, private concerns seeking to make collections usually 
resort to nasty letters intended to frighten or annoy the victims suf- 
ficiently to induce payment for the unwanted item to avoid possible 
unpleasantness. This procedure is particularly effective in cases 
where minors are involved. 

Some concerns, not too numerous, I believe, send objects to children 
who are too young to enter into sales contracts. Certain schemes 
feature postage stamp samples free to children, but they also send with 
the samples other stamps for approval or return, and frequently 
children are just not mature or wise enough to send these samples 
back within the time limit imposed by the sender. 

Only a few dollars are involved in each case, but the ominous 
language of collection letters must cause many parents to pay bills for 
debts which neither they nor their children intended to incur. Such 
bill collectors are persistent and may even ignore return of the un- 
ordered merchandise. 

This is the sort of conduct which creates most of the trouble and is 
partly responsible for giving unordered merchandisers a bad name 
generally. I think, also, that the public can do much to discourage 
the practice by simply ignoring and refusing to buy, pay for or return 
unordered merchandise. Personally, when I receive such goods I 
simply throw them in the waste basket and let the sender do his worst, 
which in the end amounts to nothing and profits him nothing at all. 

Like many of the public, I resent being bothered by schemes to 
obligate me to pay for what I did not order and do not want. We 
have not studied the probelm sufficiently to conclude whether legisla- 
tion is probably justified, or what form it should take to be effective. 
My office generally has declined to give advise on the liability of the 
addressee, since this would involve no Federal law and any liability 
would be under that of the individual State where it is received. 

It was my understanding that your inquiry this morning was to be 
more a matter of the factual situation, and the inspection service prob- 
ably has more direct contact with the problem in the field than we 
would have in the Office of the Solicitor. 

[ understand that Mr. Stephens has some samples here and I suggest 
that possibly you might want to hear from him and then I will be 
glad to answer any question that you may care to ask me in regard to 
the subject. 





6 UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


The Cuatrman. Mr. Goff, the other day at a hearing I requested 
the Postmaster General to let us know something about a situation he 
mentioned in connection with another matter, the fact that probably 
the Department does not have sufficient authority to take care of some 
offensive and indecent matter that goes through the mail, and I re- 
quested him to prepare some material showing just what additional 
authority he needs and present it to us. 

Have you done any work on that ? 

Mr. Gorr. I might say, Mr. Chairman, that we do have some legis- 
lation here. I have a short statement that I could give you, because I 
did anticipate that you might inquire about it. 

Would you care to have me make a statement in regard to that? 

The Cuatrman. Let us hold that just a minute, then. We might 
have a little bit more on what you have already talked about, by way 
of some questions. 

Mr. Gorr. All right. 

The Cuarrman. I understand, and I believe you are aware, that 
ramp the Federal Trade Commission has an opinion about the lia- 
vility of people that received unordered merchandise through the 
mail. 

Are you familiar with that? 

Mr. Gorr. Mr. Chairman, I regret to say that Iam not. That was 
mentioned to me this morning, but Mr. O’Brien may know about that. 
Mr. O’Brien is in my office. 

Mr. O’Brien. I haven’t read that opinion; no, sir. 

The Cuarrman. You mentioned the fact that you had, I believe, 
40 complaints over the past year in regard to unordered merchandise. 
Let me ask you this: That is a relatively small number of complaints, 
but you are probably aware of the fact that there is a vast amount of 
this material that the receiver gets and just marks “Return to sender,” 
and that there are many mail bags full of that material that go back 
without ever being opened ? 

Mr. Gorr. I think you are absolutely correct about that. 

As a matter of fact, as I set forth in my statement, most of ours 
have been the dunning letters they send them after they had received 
it, and it wasn’t really complaints on the original receipt of it, but the 
letters they got in an effort to collect it. 

I think the chief inspector could probably tell you better about the 
volume of this mahieial, 

The Cuarrman. Then we would assume it is likely that people do 
not go to the trouble of complaining to the Post Office Department or 
to the postmaster about the problem, but may grumble to themselves 
and pass it off at that ? 

Mr. Gorr. I would say that probably your postmaster who is in 
direct contact with the people has quite a lot of complaint about it, 
but for them to write to the Solicitor of the Department would be, I 
would say, a very unusual situation, and as I say, it is usually when 
they complain about the type of followup that they get after they 
have received this stuff. 

The Cuarmman. In your notes there, you testified about the 40 com- 


plaints. Do you have the names of companies that were complained 
about ? 
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Mr. Gorr. I don’t have it here. We could furnish that to you. The 
only difficulty is that some of them, isn’t it true, Mr. O’Brien, are 
actually charitable organizations? 

Mr. O’Brien. I think that is true. 

The CuarrmMan. Would you furnish it to me and we can decide 
whether it should go in the record ? 

Mr. Gorr. Very well, sir. We shall be glad to do that. 

The Cuatrman. The reason I brought up the question about whether 
you get many complaints or not is that I had one letter, dated February 
21, from someone down in my district who learned that these hearings 
were going to start, relating personal experiences that he has had. 

He is managing editor of one of the little dailies in my district. One 
example was: He said he ordered sort of a book of the month, consisting 
of some art pictures, and then he canceled his membership, but his can- 
cellation was ignored. 

Mr. Fasceui. It was on the wrong form, Mr. Chairman. They have 
special forms for cancellation. 

The CuarrMan. I guess that is right. He said when he got his sec- 
ond notice or demand, it was made on one of these machines that 
punches the card. 

I guess their business is so big that they can’t do it by manual 
operation. He said on his second notice he mutilated his punchcard so 
that it would be mopeenone to go through their accounting machines 
and he pasted on it that he didn’t want any more of their material, but 
the company keeps on sending the books and keeps on billing him for 
them. 

He said the same thing happened with another book-of-the-month 
club. He said he canceled this order, that they also used the punch 
machine, and that he mutilated the card and sent it back, but they 
just ignore his notices of cancellation. 

Are some of the complaints you have had similar to that? 

Mr. Gorr. We have had some complaints where they said that the 
sender had notified them and said that they actually sent the material 
back, but it was still ignored and the sender still continued to bill them. 

The CHarrMan. You mentioned requiring some notation on the 
label that “This package contains unordered merchandise” might help 
in the enforcement. If the law required them to say, “This package 
contains unordered merchandise; the recipient is under no obligation 
to return it or pay for it unless he wishes to do so,” would that help our 
situation. 

Mr. Gorr. I think we would have to study that one a little. It 
might be a good thing for the customer, but, after all, his liability is 
determined by the law in the particular State. It is a question of 
whether there has been a contract created. Some of the courts have 
held that where you are sent something that you did not order, and yet 
you take it and use it, then you do have a contract to pay for it. I think 
that makes sound sense. 

The CHatrman. That is probably right. I know I have advised 
people who bought while I was practicing law, when they got some- 
thing that way, what to do. I said “Throw it up on the shelf for 2 
years and after that do what you want with it, because the statute of 
limitations will protect you then, and if, in the 2 years’ time, the people 
come after it, you can let them have it.” 





S UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


Mr. Gorr. I know of no State holding that would not support you 
on that kind of an attitude. In fact, I have even had people say that 
the notify the sender that it will cost him 5 cents a day for storage. 

However, most of these are such small value that, though the senders 
will write a lot of letters about it, they would never take any action 
to collect whatever debt they claim is due. 

The Cuarrman. I now have the letter that I mentioned about the 
Federal Trade Commission. This is what they said: 

The Commission has, in the past, determined that it is violative of the Federal 
Trade Commission Act for one person to send another person unordered mer- 
chandise and thereafter to represent that the receiver is under obligation or re- 
quired to pay for or return the merchandise. 

I wanted to be able to quote it to you. That is the reason I sent after 
it. 

Mr. Gorr. That ought to be very effective. 

The Cuatrman. This letter to me was dated February 23, and it 
states that that was in a letter from the Federal Trade Commission 
last February 17. I don’t know whether it was the 17th of February 
this year or February 17 last year he was referring to. 

I would think that would be an effective answer to the problem. 

Mrs. St. George, do you have any questions on this point ? 

Mrs. Sr. Grorce. Mr. Goff, the only doubt in my mind is, I don’t 
see how you could ever police such a regulation as to say that they 
would have to have on these parcels “Unsolicited merchandise.” 

If I wanted to send stuff like that, of course, I would ignore that reg- 
ulation, very frankly, and I am sure these people will, too, so that in 
order to find out if the regulation is being complied with it seems to 
me that you would have to have a police force down there that would be 
practically second to the NK VD, before you could find out who is do- 
ing what. Isn’t that a fact? 

Mr. Gorr. It would probably not be by a separate force, but it would 
mean quite a burden on your ordinary post office. 

Mrs. St. Grorce. Tremendous, I should think. 

Mr. Gorr. There is an awful lot of material that goes out. The only 
thing that I would suggest if such labeling statute were enacted, is 
that it provide for a criminal penalty. That does have some deterrent 
effect, particularly if you have information that somebody is regularly 
in the business. Eventually the inspection office learns of it and then 
can make a particular investigation of the company. 

The ones that would violate it, of course, would be the commer- 
cial enterprises that are engaged in sending unordered merchandise. 
I don’t think that your bona fide charitable concerns would be so apt 
to violate it. 

Mrs. Sr. Grorcr. Then you have a tremendous amount of the com- 
mercial ones that you would have to police in this fashion ? 

Mr. Gorr. Indeed, it would impose quite a burden. That is why I 
feel that there ought to be quite a careful study made before any legis- 
lation is enacted. 

Mrs. St. Georcr. Another thing, do you think if the postal rates 
on third-class mail were raised that that would act as a deterrent? 
Isn’t is a fact that it is such a cheap way of sending this merchandise 
that makes it very attractive, too? 

Mr. Gorr. There is no question about it. You might run into some 
difficulties if you specified that all unordered merchandise would have 
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to go out first-class, or something of that kind, because that would im- 
pose the necessity of inspection to determine violations. 

However, on the other hand, if the third-class rate were raised, I 
think it would have quite an effect, because this material is very, very 
cheap stuff, most of it, and they have to ay. on a very wide margin 
of profit, as obviously a lot of it isn’t sent back. 

Taine that makes it more expensive to operate, of course, I 
think would have quite an effect on the flow of such material. 

Mrs. Sr. Grorcr. Have you ever heard whether any such merchan- 
dise is sent, for instance, by express ¢ 

Mr. Gorr. I don’t believe so. 

Mrs. St. Georer. I don’t either. That is why I asked the question. 

Mr. Gorr. I have never heard of it. I have been informed that one 
firm in Chicago did send out some electric drills a year or two ago, 
worth anywhere between $15 and $20. That is the only case I know 
of of anything being sent out that and any real value at all. 

Mrs. St. Grorer. Was that sent by parcel post? It wasn’t sent by 
express ? 

Mr. O’Brien. I think it was sent by parcel post. 

Mrs. Sr. Groree. That is what I was going to say. I am sure the 
express companies have never had this trouble, because their price 
is too high. It is just as simple as that. 

Mr. Gorr. That is right. 

Mrs. Sr. Groree. Thank you, Mr. Chairman. 

The Cuarrman. On the question of policing and a law that would 
require marking of the packages, if a criminal penalty were involved 
you could very well rely on a complaint from some recipient to notify 
you of the fact that it was going through the mail, don’t you believe? 

Mr. Gorr. I think in that way, at least we have the information and 
the inspection service would be able to know whom to look for. 

Mr. Gusser. Will the gentleman yield? 

The Cuatrman. Yes. 

Mr. Gusser. Would it be possible, in addition to the criminal pen- 
alty and the assessment of a fine, to revoke any of the mailing privileges 
that this company had, as a further penalty ! 

Mr. Gorr. Of course, really the second-class privilege is the only 
one wherein they have a special privilege. The only other special 
privileges I know—there is no special privilege for third-class mate- 
rial—are some of the mailing permits that they get for stamps. That 
might be revoked. 

I think most of them that are really in the business either have a 
mailing permit or use these stamp machines. What do you call them? 

The CHarrMaNn. Meter machines? 

Mr. O’Brien. Meters. 

Mr. Gupsrer. Which are also subject to the issuance of a permit; 
isn’t that right? 

Mr. Gorr. That is right. 

Mr. Gusser. My point is, in addition to the assessment of a criminal 
penalty, couldn’t you revoke that mailing permit and refuse to re- 
issue it? Would that be possible under the law ? 

Mr. Gorr. I am inclined to think that if your law provided for it, 
you could do it. Our experience has been that when there is money 


in it, criminal penalties are not as great a deterrent as you would 
think they are. 
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We find, for instance, in our obscenity laws that the mere fact there 
is a criminal penalty, if there is real money in it, it doesn’t absolutely 
stop the traffic. 

Mr. GusserR. But if the possibility of doing future business under 
a third-class mailing permit were taken away from them, wouldn’t 
that be more of an impediment than a criminal penalty? 

Mr. Gorr. I don’t think there is any such thing as a third-class 
mailing privilege, but I think it would be worth pursuing that as one 
of the considerations on any statute, if it is drawn. 

Mr. Gupser. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Robeson ? 

Mr. Rozeson. No questions. 

Mr. CeperserG. From the information I have had, I think the 
matter goes even further than the matter of permits, and so forth. 
It is these organizations that have taken in millions and millions of 
doliars, some of them in the name of charity, and have played upon the 
sense of guilt of the individual when he receives the package, whether 
it has a pencil in it or whether it has something else. I am sure Mr. 
Stephens will bring out the volume of money that has passed from the 
individuals to these mailing companies, and very, very little of it has 
gone to the charity. 

I think that is the thing that we have a responsibility to look into. 
Making profit from these organizations under the name of charity is 
something that I think is the real problem. 

Mr. Gorr. I agree with you at that, and we have followed that up 
in our fraud proceedings in a number of cases, and really, it makes 
you disgusted when you get the details of some of the schemes these 
people use. 

If the money goes to the worthy charity, just as you say, Mr. Ceder- 
berg, no one could object to that, but when a great bulk of it goes to 
some promoter and the charity gets just a fraction, 5 percent or some- 
thing, that isn’t fair to the citizen. 

Mr. Ceperserc. I might say, too—you mentioned that you had 40 
complaints—I think probably each Member of Congress has had 
40 complaints. I know I have had many of them myself. People, 
as I walk down the street in my own district, mention it to me, and 
the problem, I think, is far greater than would be brought out by the 
40 complaints that the Post Office Department received. 

I think the average citizen at home doesn’t have any idea of the 
post office other than where he mails his mail, and probably doesn’t 
know that the Post Office Department exists; that is, the headquarters 
here in Washington. That is probably why you are not receiving the 
number of complaints, and we are getting them, let us say, at the 
grassroots. 

Mr. Gorr. I referred to only those received by the Solicitor’s Office. 
I am sure that Mr. Stephens, in the Chief Inspector’s Office, has re- 
ceived a great many more than that. I really would like to have Mr. 
Stephens tell you what they have been able to do in these criminal 
prosecutions. 

The Cuatrman., Is that all? 

Mr. Ceverserc. That is all. 

The Cuatrman. Mr. Fascell, I believe, has some complaints be- 
cause some of the operators are doing business down in his district. 








pee, © ot 


a 


mate a eb ewe ef & 








UNORDERED MERCHANDISE TRANSMITTED BY MAIL ll 


Mr. Fasce.u. Just sticking strictly to the legal side of this thing, 
you say there is nothing that occurs to you in respect to the present 
fraud statutes that might be done ? 

Would you give us a brief rundown of the difficulties of obtaining 
convictions under the fraud statutes? 

Mr. Gorr. Of course, it is always more difficult to secure a criminal 
conviction than it is to take an administrative proceeding. I might 
tell you that in the Post Office Department we do have the statute that 
authorizes us, when we have information that a concern is using the 

mails to defraud, to file an administrative complaint, and there is a 
hearing before a hearing examiner and if the hearing examiner finds 
that the mails are being used to defraud, and that opinion is acted 
upon in the form of an order by the Department, then we have the 
right to stop and return all mail ‘that is coming to that concern and it 
is returned to the sender stamped “F raudulent.” 

Also, the order provides that no money orders may be paid to this 
concern. That is the type of proceeding that we use in my office 
against these unordered merchandise rackets. Also, in some cases 
where it is a bad case, the Chief Inspector will recommend criminal 
prosecution, but I would say this: That sometimes when we are not 
able to get a criminal conviction, we can issue our administrative order 
which puts the fellow out of business, because if he can’t get any mail 
and he can’t get any money, he is out of business. 

Mr. Fascriuu. The fraud order is based on deception ; that is, either in 
the misleading advertising or the comments that go with the article 
as to the use of the funds, contrary to what they are going to use them 
for. 

Mr. Gorr. That is right, because there is always some advertising 
and representations, either as to the identify of the concern or to 
where the funds are going. 

Mr. Fasce.u. Actually, if the representations which are made are 
true, and the money is actually used for what they say they use it for, 
then there is nothing the Department can do, although this might be a 
multi-million-dollar proposition ¢ 

Mr. Gorr. That is right. 

Mr. Fascen. Does this mail have guaranteed return postage re- 
quirements / 

Mr. Gorr. I would say most of it doesn’t. Some of it does, but most 
of it doesn’t, I understand, although I think the Chief Inspector would 
be in a better position to tell you that. 

Mr. Fasce.u. If it did not, do you suppose it would be helpful, 
along with maybe increasing the rates and requiring that the mail be 
mi ked, if it would also be required that postage be guaranteed for 
return ! 

Mr. Gorr. I would say that anything that puts a financial burden 
on the sender would be helpful. That would be my view about it. 

Mr. Fascett. For example, with respect to your administrative 
orders, where you close down a man, you might still get a million 
pieces of merchandise that would have to be handled by the Vost 
Office Department and then returned. That would be an additional 
expense. 

Mr. Gorr. I might say this: That our administrative order doesn’t 
provide for the return of the mail to the fellow who sends it out. It is 
the mail that comes to him from the person who has ordered it. 
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Mr. Fascexy. It goes back ? 

Mr. Gorr. It goes back to the fellow who is ordering the mer- 
chandise. 

The Cuamman. Mr. Rees, do you have some questions? We are 
glad to have you with us, incidentally. acrtty 

Mr. Rees. Thank you. I am somewhat amazed at the Solicitor’s 
statement that only 40 complaints have come in on this subject matter. 
As Mr. Cederberg has said, I think almost every member of this com- 
mittee has had at least that many over a period of not too long. I am 
somewhat amazed, too, that more has not been done in an effort to 
deal with the thing. 

I just wondered if you ever thought over the idea of requiring the 
past ing of a notice on these packages, for example, something like this: 

Notice to the addressee: This package contains unordered merchandise. If 
you do not want it, hand it to the post office or mail carrier. Postage will be 
provided by the sender. 

Have you tried to figure anything out on that at all / 

Mr. Gorr. I mentioned that in my statement. 

Mr. Rees. I heard your statement, but I just wondered whether you 
have worked that out in the Department ? 

Mr. Gorr. We have actually taken no position on it because, frankly, 
we have never had occasion to make a real study on it, at least in my 
oflice, since I have been there, Mr. Rees. 

Mr. Rees. Is it a so-called warm potato? Is it what we call a hot 
potato ¢ 

Mr. Gorr. It is in this way: There are many very fine charitable 
organizations that send out this unordered merchandise, and then 
we are confronted with the problem of fraud generally, involving a 
great deal more money, I think, than in this unordered merchandise. 

I will say that we would be glad to study it. I tried to give a state- 
ment of the situation here as far as we know it now, Mr. Rees. How- 
ever, about all I can do is to detail what experience we have had. 

Mr. Rees. I understand that. I am not criticizing at all in that 
respect, but I just was somewhat surprised that so few complaints 
had gotten to your office on this subject matter. I am sure we will 
find that more of them did go to the chief inspector’s office. 

Mr. Gorr. I think that is true. 

Mr. Rees. I think that one of the difficulties is that this merchan- 
dise goes to people who don’t understand what their rights are in 
respect to dealing with this thing. I guess that is one of the things 
that keeps you from having more complaints go into your office. 

Mr. Gorr. I think that is probably true. 

Mr. Rees. As I understand you, it is your statement now that it is 
comparatively small with respect to other problems you have down 
there, with regard to fraud and things of that kind; is that right? 

Mr. Gorr. That is right, Mr. Rees. 

Mr. Rees. A little later, I want to ask you about another subject 
matter, and that is the authority to prevent the sending of certain 
materials through the mail, which is a different subject matter, and 
one in which I have been very much interested. 

We passed a bill through the House, if you will recall, some time 
ago, and it got over in the Senate. Over there the American Bar 
Association, who thought they supported it once, decided they didn’t 
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support it. We went back and forth on it and we just didn’t get that 
legislation through. 

I want to take that up when you get through with this subject 
matter. 

Mr. Gorr. I want to say this, Mr. Rees: That to my knowledge 
there is no one in Congress that has spent as much time and effort in 
the fight against this obscenity in the mail than Congressman Rees 
from Kansas, and we appreciate it. I will try to answer any ques- 
tions you have on the subject. 

Mr. Rees. Let that go for the present. 

The Cuatrrman. Undoubtedly, each of these complaints is small in 
amount, though vast numbers of them are involved. ‘These are small 
and the cases you work on are those involving larger individual 
values, as I understand. That is what you meant when you said you 
had more important matters that you worked on in your office 

Mr. Gorr. I don’t want to say more important. I think I brought 
out in my statement that we have taken fraud proceedings against 
several concerns on this unordered merchandise. 

The Cuarman. I don’t think my statement was exactly right. 
The larger individual cases are the ones, of course, that demand more 
of your particular attention as to a particular case. That is what I 
was trying to say. 

Mr. Gorr. I think that is right. 

The Cuarrman. And unquestionably, there are bound to have been 
a lot of complaints about this or else Congress last year would not 
have requested this committee to make this study which we are making 
today. 

Are there any other questions on that particular problem ? 

Mr. Fascetxi. I would like to ask him something here. 

Mr. Goff, has there been any trend in this particular field which 
would indicate an obvious course to get around the present criminal 
statute ? 

Mr. Gorr. I think that the chief inspector could answer that better 
than I could. 

Mr. Fasceiti. How about in the case of merchandise? I have. one 
here, for example, that was sent out by a group, the Handicapped War 
Veterans, requesting a contribution and sending merchandise which 
is marked with the name of the addressee. Does that present a par- 
ticular legal problem ? 

Mr. Gorr. I don’t think so. 

Mr. Fascetin. How about the case of personal property which is 
adapted to a special use? In other words, theoretically, under the 
law, this pen can’t be used by anybody else because it has the addres- 
see’s name stamped on it. Would that impose a different legal bur- 
den on the addressee than if the pen had come unmarked? 

Mr. Gorr. Mr. Fascell, that is entirely the act of the sender. You 
had no control over it. They can’t impose an obligation on you or 
make a contract without your consent, and I would say whatever they 
put on the pen, the name or anything else, if you don’t want it, they 
haven’t made a contract. 

Mr. Fascetx. Of course, there are some States that would hold that 


if ae" use the article, then you have concurred in the contract. 
Mr. Gorr. Oh, yes. 
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Mr. Fascery. Even though the merchandise is unordered, if it is 
specially adapted in such a way that it cannot be used for anything 
else, even though you do not specifically use it, do you think the fact 
that you hold it then might impose a legal obligation upon you in 
some States? 

Mr. Gorr. As I said, Mr. Fascell, I can talk about theoretical legal 
liability. 

Mr. Fascety. But nobody is going to do anything about it. 

Mr. Gorr. As a practical matter, I don’t think you would worry 
very much that you are going to be sued—I don’t know the price on 
there—but what probably, more than anything else, would influence 
you is the type of thing that Mr. Cederberg mentioned, that you would 
have a feeling of guilt because it was a worthy cause and you kept it; 
that is, if it isa worthy cause, which I assume it is. 

Mr. Ceprerserc. Would you yield to me there? 

Mr. Fascetu. Surely. 

Mr. Ceperserc. How much are they asking for that? 

Mr. Fasce.y (reading) : 

The enclosed envelope will make it convenient for you to remit $1 and any 
contribution you care to make. 

Mr. Ceperserc. That is rather interesting, because the value of that 
pen can’t be over 10 or 15 cents. The reason I mention that is m 
youngster wanted me to order some comics, and if you ordered a year’s 
subscription of comics for $1.50, they would send you 2 pens with the 
name on them in addition to the year’s subscription, so they can’t be 
giving you too much. He has 2 pens with his name on them, and a 
year’s subscription, for $1.50. 

Mr. Gorr. The chief inspector tells me he can give you the complete 
history of that concern. 

The CuarrMan. Would you care to make that statement you had 
about this obscenity material, or pornographic and indecent material 
that goes through the mail? I believe you said you had some statement 
on that. 

Mr. Gorr. Yes, I could give it. I wondered if you wanted to com- 
plete with Mr. Stephens. 

The Cuarrman. All right, we can complete this and take that up 
after we get through. 

We will hear from Mr. Stephens, who is the Chief Inspector for 
the Post Office Department. 

Mr. StrepHens. Mr. Chairman and members of the committee, I 
believe that Mr. Goff has fairly well explored the problems relating 
to unordered merchandise. It has increased in volume tremendously. 
It is normally sent at a circular, third-class rate of postage. 

With regard to the comment that has been made here as to the 
effectiveness of an increase in postage raising the third-class rate, 
if I may offer this, I think it would be effective if we also raised the 
first-class rate, because it is only a short step to the medium of en- 
closing it in a sealed container over which we would have no power 
of inspection. 

That is my own opinion. Our complaints are generally the same 
as those which Mr. Goff has described. People complain that the 
are annoyed by the receipt of the merchandise, they are concerned, 
that unless they go to the inconvenience of returning it, possibly paying 
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the postage on it to return it, they will be dunned and threatened 
with legal action if they don’t comp! y: 

We have a number of cases that could be cited in which an indi- 
vidual has returned a parcel containing an unordered article of mer- 
chandise of some kind, and has told the sender that he wants no more 
of it. Such a concern advertises in the national magazines, in several 
magazines, and offers, with the return of a coupon with 25 cents, 
incidentally, to cover postage and packing, that a 30-day supply of 
vitamins will be furnished free. 

The free supply is not received, but thereafter, continuing for some 
times quite a period of time, parcels do arrive containing the supposed 
vitamins with a bill in each parcel. We have cases where those parcels 
have been returned and the company again told by the addressees 
that they don’t want the merchandise, in spite of which dunning letters 
then begin. 

They become increasingly demanding and finally state that— 

You leave no other course of action than to turn this over to our legal depart- 
ment for collection and the imposition of any penalties that may accrue. 

Then a letter arrives purportedly from an attorney stating that 

the seriousness of the case is such that action will be taken immedi- 

ately ; that there will be embarrassment and expense, and a destruction 
of the credit rating, and things of that sort. Of course, many people, 
I think we can fairly say, don’t know their privileges. They are 
concerned. They don’t want to be embarrassed and they do remit. 

We have a case of a concern that employed a lady during the last 
holiday period to work in their shipping department. When this 
lady was being indoctrinated into her duties by a a she was 
told some of the various “gimmicks” of the business: (1) That they 
sent out a card oversized, odd-size, which had at the top of it “Do 
not fold.” The card in very fine print stated that “Unless you return 
this card stating you do not desire it, certain merchandise will be 
sent to you.” 

It was explained to this new employee that the purpose of the odd- 
sized card was that it would not fit in an ordinary small business 
envelop and it was an odd size to put in a long envelop, and that the 
average person wouldn’t take the trouble to find an envelop, so not 
having returned it, they automatically gave an order for the mer 
chandise to follow. 

This is not an isolated case. It is a case typical of quite a few, I 
would say. This lady was told, incidentally, after a few days, “Your 
attitude indicates you don’t fit here, and we can’t use you any more.’ 

Mr. Fascetu. I wonder if I could interrupt you to get into the 
record an exact example of the kind of case you are talking about 
right now, if you will just permit me, for a m« ment. 

This is a letter that was received by Mr. D. R. Russell, in DeLand, 
Fla. See if this fits the proposition you are talking about. He says: 

Am glad to see you are doing something about unordered merchandise. Right 
now Attorney General Irvin has a letter I mailed him about a suit for $1.65 
en unauthorized books I sent back. This is one of many. 

The Attorney General wrote me a few weeks ago that he had no authority 
to do anything on unauthorized hooks mailed in. About 90 percent are mailed 
back, making a lot of work for postal employees. 

Mr. Lennox in DeLand said he wished something would be done about it. 
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He is obviously the postmaster. 


I am nearly blind and have not read a book in years. Sure hope you can do 
something. 
Yours truly, 
D. R. RUSSELL. 


I want to put that in the record, Mr. Chairman, and then follow 
it up with a letter that came from the National Association of Schools 
& Publishers, Inc., 


Re Best in Books, $1.65. 

Dear Sire: Your account with the above-named company has been placed un- 
conditionally in our hands for immediate settlement, with instructions to collect 
the full amount or exhaust every legitimate means of doing so. 

This covers books sent you some time ago in accordance with your subscrip- 
tion agreement. You have defaulted in your promise to pay for them as arranged. 
These books are not subject to return at this late date. If they are sent back 
in the face of these instructions, they will be refused. If they have already 
been returned, they will be sent back to you upon request. 

You are hereby directed to have remittance for the full amount in this office 
within 10 days from the date of this letter. If it is not received within such 
time, we will turn this account over to our attorney, with instructions to take 
immediate court action against you. This will mean adding interest and court 
costs to the above amount. 

The matter is serious. This letter means exactly what it says and the steps 
outlined will be carried out to the letter if payment is not received as requested. 
For your own protection, see that it is sent by air mail or special delivery. 
Delays and excuses cannot be tolerated. 

Yours truly, 
NATIONAL ASSOCIATION OF SCHOOLS 
AND PUBLISHERS, INC., 
L. J. DALE, 
Manager, Collection Department. 


Then this poor old fellow gets another letter. That one was on 
May 31, 1955. This one is dated June 8, 1955, from the collection 
department. It says: 


Dear Sir: Now just what do you intend to do? 

Get this clearly in mind. Our plan is definite and we know exactly what we 
intend to do. You will not cooperate—you have not made payment. Very well 
then; we will show you that you cannot break a contract and abuse the credit 
privileges extended to you by this company. Unless payment is made immedi- 
ately, a lawsuit against you will be necessary. Of course, legal action can be 
expensive and unpleasant, but from your past conduct, it is evident you would 
rather deal with an attorney in court anyway. 

If you have not understood our previous letters, you must understand this one. 
We demand this money without delay or we will go right ahead. You may then 
pay the above amount with interest, court costs, et cetera. 

This is plain enough. We cannot make it any plainer. You know our inten- 
tions. Now, what are yours? 

NATIONAL ASSOCIATION OF SCHOOLS 
& PusiisHers, INc., 

L. J. DALE, 
Manager, Collection Department. 


They went ahead on June 14 and wrote: 
WARNING! 


Next Friday at 5 p. m. our attorney will have this claim with instructions to 
sue you for breach of contract. In such event, he will be given full power to 
execute judgment, when obtained, by attaching your earnings and bank account, 
as well as your personal and real property, in accordance with the law. 

This is not an attempt to bluff or scare you. This is a legitimate claim against 
you covered by an iron-clad legally binding contract and will get full protection 
from the court having jurisdiction in this case. 
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Silence will avail you nothing. Either you prove your good intentions here and 
now, or deal with attorney in court. 
Payment must be sent at once—direct to this office. 
NATIONAL ASSOCIATION OF SCHOOLS 
& PuBLISHERs, INC., 
L. J. DALE, 
Manager, Collection Department. 


This collection manager is really on the ball. This is on the 14th, 
now. On June 22d, Mr. Russell gets a letter from Warren Roberts, 
attorney at law, North America n Building, Wilmington, Del. It says: 


DEAR Site: The above account has been placed in my hands for immediate 
settlement. 

This balance is long overdue. My client tells me numerous letters have been 
disregarded by you. It seems obvious that writing letters is useless, and I cannot 
conduct any correspondence about this account. 

My instructions are to make formal demand for the money which I am doing 
in this letter. If the full amount or a substantial part is not in my office within 
10 days from this date, suit will be started against you without delay. 

Only payment at once will stop court action and must be here within 10 days. 
The payment must be substantial to avert court proceedings. 

Yours truly, 
WARREN ROBERTS. 

I guess this poor old fellow is still getting mail from them. 

Mrs. Sr. Groree. What is the total amount ? 

Mr. Fascety. $1.65. 

Mrs. St. Greorcr. They have spent more money than that on it 
already. 

Mr. Fascetn. Mr. Roberts sent another one on June 28; 10 days 
are past now. I suppose this could go on ad infinitum. 

Mr. Rees. Would the gentleman yield? 

Mr. Fascetu. Yes, sir. 

Mr. Rees. Is this man you are talking about blin«d? 

Mr. Fasceru. He says he hasn’t read a book in years, Mr. Rees. 

I would like to have these letters placed in the ‘Yecord, Mr. Chair- 
man. 


(The letters referred to follow :) 


HANDICAPPED WAR VETERANS, 
NATIONAL HEADQUARTERS, 
Washington, D. C. 

DEAR FELLOW AMERICAN : Every day you See one of them. 

Perhaps a leg is missing, or an arm. He might be in a wheelchair, or he 
might stand tall and straight with clothing hiding his wounds. He’s the graying 
doughboy or the kid fresh from Korea. He’s the handicapped war veteran, 
many of whom still lie in hospitals as the world swirls past them. 

The Handicapped War Veterans wants to help these handicapped become self- 
supporting citizens. It is a long trail from the battlefield to the hospital, then 
home to gainful employment and a return to their place in civilian life. 

And you can help us acquire much needed funds to administer our “jobs for 
handicapped” program by purchasing this pen. We know you will like it. 

However, if you cannot help us, simply mail your personal pen back to us in 
the enclosed envelope, using our 3-cent stamp. If, as we hope, you are pleased 
with your pen and the thought behind it, we know you will agree it is worth 
more than $1. 

Profit earned by the Handicapped War Veterans from the sale of this pen will 
go to administer our vital program. The enclosed envelope will make it con- 
venient for you to remit $1—and any contribution you care to make. 

Thank you for your support. 

Yours for the handicapped, 
WILLIAM Hart, 
Finance Convmittee Chairman, 
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De Lanp, Fra., June I, 1955. 
Representative FAsce.t, 
Tallahassee, Fla.: 


Am glad to see you are doing something about unordered merchandise. Right 
now Attorney General Irvin has a letter I mailed him about a suit for $1.65 on 
an unauthorized book I sent back. 

This is one of many. The attorney general wrote me a few weeks ago that 
he had no authority to do anything on unauthorized books mailed in. About 
90 percent are mailed back, making a lot of work for postal employees. Mr. 
Lennox in Le Land sad he wished something would be done about it. 

I am nearly biind, have not read a book in years. Sure hope you can do 
something. Would like to hear from you if you can find time. 

Yours truly, 
D. R. RUSSELL. 


NATIONAL ASSOCIATION OF SCHOOLS AND PUBLISHERS, INC., 
Wilmington, Del., May 31, 1955 
Re Best in Books, $1.65. 
Mr. D. R. RUSSELL, 
De Land, Fla. 


Deak Sir: Your account with the above-named company has been placed un- 
conditionally in our hands for immediate settlement, with instructions to collect 
the full amount or exhaust every legitimate means of doing so. 

This covers books sent you some time ago in accordance with your subscription 
agreement. You have defaulted in your promise to pay for them as arranged. 
These books are not subject to return at this late date. If they are sent back 
in the face of these instructions, they will be refused. If they have already 
been returned, they will be sent back to you upon request. 

You are hereby directed to have remittance for the full amount in this office 
within 10 days from the date of this letter. If it is not received within such 
time, we will turn this account over to our attorney with instructions to take 
immediate court action against you. This will mean adding interest and court 
costs to the above amount. 

The matter is serious. This letter means exactly what it says and the steps 
outlined wiil be carried out to the letter if payment is not received as requested. 
For your own protection see that it is sent by airmail or special delivery. Delays 
and excuses cannot be tolerated. 

Yours truly. 
L. J. DALE, 
Manager, Collection Department. 

Important: Make all checks or money orders payable to J. F. Fitzsimmons, 
president. Return this letter with your remittance or mention the number 
indicated above your name. 





NATIONAL ASSOCIATION OF SCHOOLS AND PUBLISHERS, INC., 
Wilmington, Del., June 8, 1955. 
Re Best in Books, $1.65. 
Mr. D. R. RUSSELL, 
De Land, Fla. 


DEAR Sir: Now just what do you intend to do? 

Get this clearly in mind. Our plan is definite and we know exactly what we 
intend to do. You will not cooperate—you have not made payment. Very well 
then; we will show you that you cannot break a contract and abuse the credit 
privileges extended to you by this company. Unless payment is made imme- 
diately, a lawsuit against you will be necessary. Of course, legal action can be 
expensive and unpleasant, but from your past conduct it is evident you would 
rather deal with an attorney in court anyway. 

If you have not understood our previous letters. you must understand this 
one. We demand this money without delay or we will go right ahead. You 
may then pay the above amount with interest, court costs, etc. 
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This is plain enough. We cannot make it any plainer. You know our inten- 
tions. Now what are yours? 
L. J. DALE, 
Manager, Collection Department. 
Important: Make all checks or money orders payable to J. F. Fitzsimmons, 
president. Return this letter with your remittance or mention the number 
indicated above your name. 


NATIONAL ASSOCIATION OF SCHOOLS AND PUBLISHERS, INC., 
Wilmington, Del., June 14, 1955. 
Re Best in Books, $1.65. 
Mr. D. R. RUSSELL, 
De Land, Fla. 


WARNING! 


Next Friday at 5 p. m. our attorney will have this claim with instructions to 
sue you for breach of contract. In such event, he will be given full power to 
execute judgment, when obtained, by attaching your earnings and bank account 
as well as your personal and real property in accordance with the law. 

This is not an attempt to bluff or scare you. This is a legitimate claim 
against you covered by an iron-clad legally binding contract and will get full 
protection from the court having jurisdiction in this case. 

Silence will avail you nothing. Either prove your good intentions here and 
now, or deal with attorney in court. 

Payment must be sent at once—direct to this office. 

L. J. DALE, 
Manager, Collection Department. 

Important: Make all checks or money orders payable to J. F. Fitzsimmons, 
president. Return this letter with your remittance or mention the number 
indicated above your name. 


Representative DANTE B. FASCELL, 
Member of Congress. 

DEaR Sir: Just received this same time as your letter. Looks like I will soon 
be in jail. 

I have been very sick the last 4 years: 90 percent blind, nerves, mind, hearing 
all affected. This stuff does not help. 

Have been to 5 eye doctors, 8 other doctors, in 2 hospitals. 

If those racketeers were on the level they would collect before shipment or 
c. 0. d. 

Hope you can do something, and thanks for your nice letter. 

Sincerely, 
D. R. RUSSELL. 


WILMINGTON, Det., June 22, 1955. 
Re Best in Books, $1.65. 
Mr. D. R. RuSSELL, 

De Land, Fla. 

Dear Str: The above account has been placed in my hands for immediate set- 
tlement. 

This balance is long overdue. My client tells me numerous letters have been 
disregarded by you. It seems obvious that writing letters is useless and I can- 
not conduct any correspondence about this account, 

My instructions are to make formal demand for the money which I am doing 
in this letter. If the full amount or a substantial part is not in my office within 
10 days from this date, suit will be started against you without delay. 

Only payment at once will stop court action and must be here within 10 days. 
The payment must be substantial to avert court proceedings. 

Yours truly, 
WARREN ROBERTS, 
Attorney at Law. 
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WILMINGTON, Det., June 28, 1955. 
Re Best in books, $1.65. 
Mr. D. R. RUSSELL, 
De Land, Fla. 

Dear Str: Ten days have passed and no payment has been received on this 
account. 

{ do not believe that you appreciate the seriousness of this matter. Do you 
realize you are about to be sued? 

i would be amply justified in starting suit against you without further no- 
tice. However, I dislike to burden people with court costs and other unnecessary 
expense so despite your silence, I am going to give you one more chance to avoid 
the annoyance and expense of litigation. 

You have 10 days more to settle this account out of court. Remittance in 
full or for a substantial part must be in this office within that time. No further 
delay will be tolerated. If you disregard this letter as you did my first one, you 
alone will be responsible for such further action as may be taken. 

Your remittance should be sent by return mail. 

Yours truly, 
WARREN ROBERTS, 
Attorney at Law. 

This is the third different gang. Wish I had saved the first one; threw thei 
all away. 

They were from New York. 

Wish this would stop. 

D. R. RUSSELL. 


WILMINGTON, DEL., July 12, 1955. 
Re Best in books, $1.65. 


Mr. D. R. RUSSELL, 
De Land, Fla. 


Dear Sir: This is to notify you that I am instructing my correspondent at- 
torney in your Vicinity to file immediate suit on this account. 

Govern yourself accoidingly. 

Yours truly, 
WARREN ROBERTS, 
Attorney at Law. 

The Cuarmman. In that connection, I have a series of letters used 
for followup by one company on people that have been getting ma- 
terial and didn’t pay for it. The first dunning letter, other tha. 
the regular statement, includes this: 


Unfortunately, we are forced to abide by the policy our firm of auditors has 
imposed, limiting credit for each of our many thousands of subscribers to a 
generous but fixed amount. 


Then the letter asks: 


Won’t you please send us your check or money order now before it slips your 
mind? 


The next letter after that states: 


You may be sure that we dislike sending you letters about overdue bills as 
much as you dislike receiving them, but your attention has been called several 
times to the unpaid items shown on the attached statement, and we cannot under- 
stand your failure to reply. 

Do it now so the matter will not slip your mind again. 


The next letter after that states: 
Your credit rating is slipping, but fast— 


that isin red. Then they say: 


Please help us protect it, so I am asking you for a check or money order by 
return mail in the nicest way I know how. Your further negligence may cast 
serious doubt as to your intentions to pay this just debt. 
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The next letter makes this statement: 


Our accounting department, I am told, is about to draw a draft on you 
through your local bank. I am particularly sorry for this because I was instru- 
mental in having credit extended to you. I have asked that the draft be held 
up until I can hear from you. 

Experienced businessmen tell me that there are three reasons—and only 
three—why people do not pay their bills. These are: 

1. Dishonesty—downright intent to fraud. 

2. Error—an accounting error that needs adjustment. 


3. Procrastination—carelessly put off until tomorrow a bill that should be paid 
now. 


In the next letter they sent out they say : 


We note with alarm that after repeated statements and letters, your account 
is still outstanding. 

We are, therefore, informing you that within 5 days we shall draw upon you, 
through a local bank, for the amount indicated below if we do not receive a 
remittance to cover your past-due bill. If this draft is not paid on presentation, 
we will issue instructions to the bank to hand our claim to a local attorney for 
collection. 


Next they say: 


To THE ABOVE DEBTOR: 

You are indebted as shown above. Due notice has been given you and de- 
mand made for payment, which payment has not been received. 

Debt is justly due, not barred by statute of limitations. 

Unless payment is made at this office, delinquent accounts department, within 
5 days after receipt of this notice, or provision made for adjustment by that 
time, claim will be due for full amount, together with full interest, collection 
costs, including the cost and disbursements of any action and service made by 
court officer in your district. 


And they have a note down at the bottom : 
We urge friendly settlements as preferable to legal publicity and expense. 


Following that, they sent out a copy of a letter that they have sent 
to their attorney. This copy of the letter is from the delinquent ac- 
counts department, and it says: 


This is a copy of my client’s instructions— 
indicating that the attorney who received the letter has sent a copy to 
the person who is claimed to be delinquent in his account, and it says: 
Regarding account to be collected by any legal means. 


“Any legal means” is underlined. It includes this statement to the 
attorney. 


Exhaust every legal means at your command, even if the cost incurred should 
exceed the amount of the debt. We cannot allow word to get around that we 
permit any just debt to be left uncollected without running the danger of people 
taking advantage of us. 

Incidentally, these are $1.65 accounts, too. Then there is a letter 
from the attorney in which he says: 

My client has requested me to promptly institute legal proceedings against you 
to have you pay this debt, together with all expenses incurred for its collection. 

I am, therefore, preparing instructions to any correspondent attorney whose 
office is in your community to commence legal proceedings against you. Such 
procedure can only result in additional expense and embarrassment to you. 

Then they send out a copy of a statement of accounts which indicates 
on it that it is a copy that they have sent to their attorney, and it says: 


Still unpaid. Have you started lawsuit yet? 
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That is what they ask the attorney, but the customer gets a copy of 
it. The letter which accompanies that, which is from the attorney, 
says: 

Before taking action for collection of the indicated amount, please let me 
know if you have in the meantime paid this debt to my client or if you have a 
valid reason for not paying. Of course, you can still pay by return mail if you 
have not already done so. 

That seems to be the series of letters, and there are several of them. 
It looks like the postage and paper would amount to more than the 
$1.65 that they are trying to collect. 

Mr. Gupser. Are those form letters that are printed in advance 
with just the names filled in, or are they individually typed ? 

The Cratrman. This is the set of forms that is used by one com- 
pany. 

Mr. Gupser. Are they typed individually on an automatic typing 
machine, or are they just mimeographed ¢ 

The CHatrman, It looks to be printed to me. You may look at it 
and see. Is that the sort of thing that you have complaints about? 

Mr. Sreruens. Exactly. I have some of the same material that you 
gentlemen have read. 

The Cuarrman. You go ahead. I am sorry we took so much of your 
time there, but you go ahead with your statement. 

Mr. Sreruens. That is all right. Mention was made of the Handi- 
capped War Veterans who mail out without orders pens such as you 
exhibited there. In the past year, we have obtained indictments 
against 5 corporations and 7 individuals who are charged with using 
the mails to defraud in connection with unordered merchandise orders. 

One of these, probably the principal one, is the Handicapped War 
Veterans, Chicago, Ill., Baldwin Park, Calif., and Washington, D. C. 
The corporations named in the indictment are the Department of 
California Handicapped War Veterans; the Veterans National 
Organization in the District of Columbia; the Bankers Life & Casu- 
alty Co., an Illinois corporation; the Dudley Sales Co., an Illinois 
corporation; the Marlowe Pen Co., an Illinois corporation; John E. 
Chambers, Abraham Koolish, David F. Koolish, William E. Mealer, 
and Leo Richard Slaton. 

Mr. Fasceii. Were all of these tied in with the same project ? 

Mr. SrepHens. The pattern of the corporations or development 
over a period of time involves these and many others, and they origi- 
nate it is alleged with the National Kids Day Foundation in 
California. 

The Cuarrman,. That was the first of the big ones? 

Mr. SterHans. That is right. 

The Cuatrman. You mentioned earlier some veterans organization. 

Mr. SrerHens. That is the one. 

The CuarrMan. What is the name of it? 

Mr. SrerHens. It is variously known as the Handicapped War 
Veterans and so forth. 

The Carman. It was started up last year, wasn’t it? Mr. Keats 
or somebody started that; is that right? 

Mr. Steruens. The promoters of this one are Koolish, Mealer, Sla- 
ton, and Chambers. 
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The Cuamrman. And I believe Mr. Keats has stated that his mailers 
are under indictment. 

Mr. StrerpHeNs. They are under indictment. 

The Cuamman. That is the same one, then. 

Mr. Fascety. Right there, what is the theory of the indictment? 

Mr. SterHens. The indictment is briefly th: it they have misrepre- 
sented in their appeals for funds, $1 or $1.50, that this is to aid in 
the care of handicapped war veterans who are entirely dependent 
upon this organization or similar groups for aid. The promotion is 
involved. However, briefly, the Dudley Sales Corp. and the Empire 
Associates 

The Cuarrman. Is that Koolish? That is Koolish, isn’t it? 

Mr. Streruens. All of these. Also, the Marlowe Pen is owned by 
one of them. They operated under these names and recently have 
been under contract for purchase by the Bankers Life & Casualty 
Co. for $12 million. 

Mr. Fasceit. Say that again? 

Mr. Sreruens. These various companies are under contract to sell 
their facilities, they call it, to the Bankers Life & Casualty Co. as the 
holding ‘company at a contract price of $12 million. 

Mr. Fasceti. The Bankers Life & Casualty is a duly organized in- 
surance company ? 

Mr. SterpHens. It is under indictment with these groups mentioned. 

Mr. Fascerx. It is a duly organized insurance company ¢ 

Mr. SrerHens. It is a corporation ; ; yes. 

Mr. Ceperserc. Isn’t it correct that the Bankers Life & Casualty, if 
that is the correct name, purchased the Empire Associates for $12 mil- 
lion, or thereabouts ? 

Mr. STEPHENS. My information is there is a contract pending for 
that purchase. 

Mr. Crperserc. Then the Bankers Life entered into another con- 
tract to have the work continue to be done by the Empire? 

Mr. StepHens. That is right, Empire Associates, and so forth. 

Mr. Ceperserc. So in effect, Empire could sell to Bankers Life for 
$12 million and take a capital gain on that sale and still do the work; 
is that correct? 

Mr. Sreruens. Possibly. 

The Cuamrman. And with respect to those assets that are covered 
by that $12 million, is that mostly composed of their mailing list? 

Mr. Sreruens. The term “facilities,” our investigation developed, 
are probably mailing facilities and mailing lists, and so forth. 

Mr. Ceperserc. Was there any real estate involved ? 

Mr. Sreruens. Little, if any, according to evidence at hand. 

Mr. Crperserc. What was involved in the $12 million, to your 
knowledge? 

Mr. Sreruens. To our knowledge, mail distributing facilities, many 
mailing lists, an organization to mail out pens, and to take in receipts, 
to promote. 

Mr. Creperserc. Do you know how much tangible property other 
than the mailing lists was involved ? 

Mr. Steruens. We have information on that. I can’t give you de- 
tails here except to say that we regard it as negligible. 

Mr. Ceperserc. Do you know about how many names are on the 
mailing lists? 














24 UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


Mr. Sreruens. There are many thousands. 

Mr. C EDERBERG. A million ? 

Mr. Srernens. I think that they said they used in one of these pro- 
motions a mailing list of 400,000 names and they could obtain as many 
more as were needed. 

Mr. Crperserc. So they were buying a mailing list, let’s say, of a 
half million names, or let’s even say a million names, with very, very 
little tangible property, for $12 million. 

Mr. Srepvens. That is the story. The extent of this business may 
give you an idea, Mr. Cederberg. An audit of the books of the com- 
pany for a 3- month period ended Febru: ary 8, 1955, showed that the 
income from fountain pens and gummed address labels was $136,- 
213.81. Of this amount, $97,078.17 was retained by the mailers, and 
the net income was $28,291.30. 

Mrs. St. Grorce. Mr. Chairman. 

The Cuarrman. Yes. 

Mrs. St. Grorce. When you say the net income, did that net income 
go to the sappenye charity ? 

Mr. Sreenens. That is right. That is the amount that would have 
been left for suc ; charitable work. 

Mrs. Sr. Grorcre. Has it ever been determined that the charity 
actually got this money, or is that just a supposition ? 

Mr. StrerHens. I think there was some money turned over purport- 
edly for that purpose, but it is very little in the aggregate. 

The Cuamman. Has your investigation gone far et nough to know, 
for instance, whether the handicapped veterans, as indic ated in their 
charter or otherwise, actually use the little portion that they do get for 
a charitable purpose, or do they use it just for promotion ‘ 

Mr. SrepHens. Our investigation attempts to determine whether any 
of this is turned over to a charitable organization, to determine ol 
good faith, as well as the other factors, that may be apparent, so 
some of it may have been paid to veterans who worked for the groups. 

The amount paid any charity is very small. The representations 
that are made to get the money and to induce people to give it are very 
pitiful stories. Photographs accompanying letters would indicate that 
such people are entirely dependent upon this promotion for funds to 
aid them in their illness and for their care. 

The CuHairman. The point is, does that handicapped person whose 
picture purports to be on the literature get even 1 penny from it? 

Mr. SrerHens. I would say it is doubtful, unless he is employed by 
the promoter. 

The CHatrman. This particular one I questioned you about, I 
haven’t had an opportunity to go into it with anybody, but to go back 
to the National Kids Foundation that you first mentioned, I read the 
charter of that concern, and I understand that charter forbids spend- 
ing 1 penny of the money that it got from promotion to help any child. 

Every penny was used purely for promotion purposes of the name 
“National Kids Day Foundation.” 

Mr. SrepHens. I believe that is right. 

The Crarmman. I was just wondering if that same procedure fol- 
lows on down, whether they are actually charities, or whether they 
are just promotional schemes ? 

Mr. StrerHens. We don’t find that same restriction in most of them. 
This National Kids Day Foundation, as you know, was formed in 
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California. Our history of it shows that the mailing of a million 
pieces of unordered merchandise resulted in donations of $3,560,685 in 
the belief that the funds donated would be used to help underprivileged 
children. 

Those solicitations went on for a while under the leadership, as you 
know, of James Fidler as president. Later on it was put out of busi- 
ness in California, or their business was interrupted by the State, and 
probably public opinion, whereupon the Empire Associates—they 
called it Empire Industries, Inc., at that time, an Illinois corporation, 
took over the mailing and solicitation of funds for the foundation. 

Thereafter, it was carried on through the Dudley Sales, and the 

‘“mpire Associates, and so forth. 1ey also picked up the Handi- 
Empire A tes, l forth. Tl J icked the Handi 

‘apped War Veterans, Marlowe Pen Co., and so forth. I don’t find 
the restriction in our case that you mentioned. 

The CuatrmMan. You stated that for aan il Kids Day Foundation 
they received contributions in excess of $314 million in the belief by 
the contributors that it was going to ne. ivileged children. Actu- 
ally, how must did the National Kids Day Foundation get out of that 
$314 million ? 

Mr. StrerHeNs. We obtained a report by a group of certified public 
accountants. It is indicated that for the year ending June 30, 1953, 
receipts from the pen mailings were $1,786,000 plus; receipts from 
the gummed labels, another $114 million—a total of $2,910,000; the 
ws, ig charged by the mailers, $2,500,630.21. 

‘he Cuairman. That is Koolish and his group again ? 

Mr. Sreruens. That is right. The net receipts were $409,428.56, 
about 14 percent. 

The Cnarrman. About 14 percent for the National Kids Day ? 

Mr. SterHens. A little over 14 percent. 

Mr. Fasceti. Before Mr. Stephens goes on to the next example, I 
think in order to point out in the record the insidiousness of the type 
of operation that Mr. Stephens has just discussed, I would like to read 
this very brief letter issued by the Handicapped War Veterans: 

Drar FeELLow AMERICAN: Every day you see one of them. 

Perhaps a leg is missing, or an arm. He might be in a wheelchair, or he might 
stand tall and straight with clothing hiding his wounds. He’s the graying 
doughboy or the kid fresh from Korea. He’s the handicapped war veteran, many 
of whom still lie in hospitals as the world swirls past them. 

The Handicapped War Veterans wants to help these handicapped become self- 
supporting citizens. It is a long trail from the battlefield to the hospital, then 
hom? to gainful employment and a return to their place in civilian life. 

And you ean help us acquire much-needed funds to administer our jobs-for- 
handicapped program by purchasing this pen. We know you will like it. 

However, if you cannot help us, simply mail your personal pen back to us in the 
enclosed envelope, using our 3-cent stamp. If, as we hope, you are pleased with 
your pen and the thought behind it, we know you will agree it is worth more 
than $1. 

Profit earned by the Handicapped War Veterans from the sale of this pen will 
go to administer our vital program. The enclosed envelope will make it con- 
venient for you to remit $1 * * * and any cofttribution you care to make. 

Thank you for your support. 

Yours for the handicapped, 
WILLIAM Hart, 
Finance Committee Chairman. 

Mr. Cepersere. If you have a breakdown of the $28,000, could you 

give it to the committee for the record ? 
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As I understand this organization, the mailers got ninety-some- 
thousand dollars, and there was twenty-some-thousand dollars left; 
is that correct ¢ 

Do they operate the same way as the Kids Day Foundation did 
whereby each group had someone there to count the money as it came 
in and then they hired one, so there were two people on the payroll 
there counting that money ? 

Mr. SrepHens. We find with Empire Associates that they took 
pretty much care of the money that came in—the promoters, and 
they had some office help to mail out the pens and things of that sort. 

Mr. Creprerserc. They don’t even get a chance to count the money 
any more, then¢ Do you have a breakdown of that $28,000? 

Mr, SrepHens. Yes, I think we have. I think I can make a break- 
down for you. 

I would like to say to the committee, if I may, that in tracing the 
operations of this handicapped veterans, and the Bankers Life and 
Casualty, and the other companies mentioned here, you will under- 
stand that they are indicted; they have not been brought to trial, 
but the charges that we make are substantially those which I described 
here. 

We know that last year there were probably 200 mailers engaged in 
the unordered merchandise business. Of that number, 150 firms were 
commercial; the remainder religious and charitable. Among those, 
undoubtedly, there are people who are attempting to operate for 
very worthwhile purposes, and the Department certainly would not 
want to reflect against people of that nature, but we are pointing 
out here those concerning which we have received complaints and 
some which we charge with fraud. 

Mention was made here of the Kram Co. mailing out plastic cruci- 
fixes. ‘The Max Kram mentioned here is the father of Murray Kram, 
who is under indictment at Pittsburgh for operating the same scheme; 
and his uncles also, Henry and Abraham Abraham, were in the same 
business at Miami. 

In early 1951, Kram came to attention. He was mailing out these 
cheap religious articles, and our report to the Solicitor resulted in 
his signing an order to go out of business. He was told at that time 
that if he ever resumed business, he would have to advise addressees, 
and make it clear in his circulars, or whatever, that he was doing 
business on his own and not as a religious group. 

He started up again and did put in the envelope a small circular 
stating among other things that it was an enterprise being operated 
by Murray Kram, he operated as the Religious Distributing Co. 
The religious appeal was there. We talked to many people who said 
that they did not look, or pay any attention, or overlooked the state- 
ment that this was a one-man operation and that they remitted— 
we believe $1,200 a day went to the man—in the belief that it was 
for religious purposes. . 

I don’t know if there is any more that the committee desires on 
this. I will be glad to furnish anything I can. 

Mr. Ropzeson. With regard to these people that you indicated, if 
they are found guilty, what is the penalty ? 

Mr. Sreruens. They are indicted, I believe, on a number of counts. 
I believe there are 10 counts in the indictment. The penalty is a 
possible 5 years. 
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Mr. Ropeson. On each count? 

Mr. STEPHENS. Ves sir. There is one conspiracy count which car- 
ries, I believe, a 3-year penalty. 

Is that right, Mr. O’Brien ¢ 

Mr. O’Brien. That is right. 

The CuHairman. Are Koolish and his organization entirely con- 
nected with various purported charities, or do they do some other 
business besides ? 

Mr. Stepuens. So far as I know, they are busily engaged as Dudley 
Sales, the Marlowe Pen, and the Empire Associates in promotion. 

The Cuairman. There is an interesting case that you might give us 
an idea about, how they operate in the National F oundation for Asth- 
matic Children of Tucson, Ariz., in which Dudley Sales and Empire 
Associates are also involved. 

Mr. SrepHens. We have investigated complaints against the com- 
pany. They have not been cited in any actions. 

Mr. Cepersere. Mr. Stephens, in that particular case the chairman 
is talking about, there are some interesting transfers of profit. Could 
you point those out? 

The Crarrman. That was raised. There are some quite interest- 
ing things involved there, some 4 million pieces of mail in a year’s 
time, too. Mr. Fascell has a question. 

Mr. Fasceti. Going back to this Kram case, and Catholic Products 
of America, how many pieces of mail did your investigation disclose 
that they handled ¢ 

Mr. Srepuens. The Religious Distributing Co., Pittsburgh, business 
varied quite a bit, at least in the operation that I know of. We figured 
that Kram was receiving personally about $1,200 a day. He had a 
small organization which took telephone books of various cities. Some- 
body went over the books and crossed out certain names, which were not 
to be used, with a blue pencil. 

He then turned the book over to work-at-home typists to address en- 
velopes—spare-time employment. After addressing, they were 
brought back to the office and the enclosures put in. He personally 
looked after the receipts. 

During the fiscal year 1955, Catholic Products of America, or Clear 
View Plastics, as it is otherwise know n, mailed 1,253,880 pieces of 
third-class matter. 

Mr. Fasce.y. How much postage did they pay ? 

Mr. Srepuens. I think [ have that here. ‘While operating at Miami, 
1,253,880 pieces; postage paid, $18,808 ; costs to Government, $31,346 ; 
the loss, $12,558. 

Mr. Fascety. That is a typical example of this type of operation? 

Mr. SrerHens. In Pittsburgh, Kram mailed 1,307,000 pieces. We 
lost on them $13,704. 

Mr. Fascett. And I suppose you could repeat this kind of thing for 
every one of the op *s ations. 

Mr. Stepnens. We made this study on about a dozen. It is typical; 
yes, sir. 

Mr. Fascety. In other words, the cost of operation of these types of 
things to the Post Office Department i is a substantial amount ? 

Mr. SrepHens. It is, indeed. 
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Mr. Gorr. Mr. Fascell, I wonder if you would care to have this put 
in the record at this point? He has a tabulation of quite a list of these 
companies, haven't you, Mr. Stephens? 

Mr. Steruens. That is a typical case, and it is one that is in court, a 
matter of public record. I think that it is a typical case. 

The Cxuatrman. Do you have anything on which to base the total 
cost of this sort of an operation to the Post Office Department in a 
year, or is there any way for you to arrive at that? 

Mr. Srernens. I can’t give you anything very definite, Mr. Chair- 
man, but we do know that last year the loss on third-class mail was 
$172 million. I can’t tell you at the moment the percentage of that 
which represents unordered merchandise, the type of material which 
we cdliscussed here, but it is substantial. 

I made a survey of 10 firms whose mailings numbered almost 48 
million. in which our loss was $396,046. 

Mr. Rees. There are about 200 big mailers, you suggested here. 

Mr. Srepnens. We estimate there are 200; yes, sir. 

Mr. Rees. What is your opinion, or can you give us a guess, about 
how many pieces of m: uil these 200 sent out last year? 

Mr. Sreruens. It would be purely a guess, but it runs into the 
billions. Mr. Goff had a figure here of some billions on unordered 
merchandise. 

The Cuarrman. He said the 10 firms mailed 48 million. 

Mr. Rees. On that basis, 200 would run into half a billion or more. 

Mr. Srernens. That is right. 

Mr. Rees. Have you any idea or opinion as to how much was col- 
lected from the public by these mailers? 

Mr. Sreruens. No, sir; we don’t have any idea, but again, it runs 
into many millions of dollars. We know that. 

Mr. Rees. Almost hundreds of millions, wouldn’t it ? 

Mr. Srerpuens. Probably so. 

Mr. Rees. Do you think the charities got as much as the Depart- 
ment lost ? 

Mr. Sternuens. No, sir. 

Mr. Rees. That is an obvious answer ; I know that. 

Mr. Steruens. Of the cases I know of, I would say “No, sir.” 

Mr. Rees. As a matter of fact, chairity got a very small percentage 
of the entire amount ? 

Mr. Srernens. In the cases we have analyzed, they did get a small 
percentage of the total income. 

Mr. Creperserc. What would you call a small percentage? Two 
percent—1 percent ? 

The CuHarrMan. Here is one that I was asking about a while ago, 
on which he is going to furnish the information. This National 
Foundation for Asthmatic Children at Tuscon, Ariz.; the promoters 
and mailers received $697,000, nearly $700,000, and the so-called 
charity received $8,650 of that, ‘slightly more than 1 percent. 

Mr. Rexs. One more question, thinking about the income tax side 
of it. Deductions, 1 assume, were made because it was used for 
charity, wasn’ it? 

Mr. SrerHens. Yes; I assume in practically all cases. 

Mr. Rees. So the Government loses again there. 

Mr. SrerHens. That sometimes is mentioned in their material, you 
know. That is right. 
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Mr. Rees. That deduction is on the gross, isn’t it? The gross 
amount collected ? 

Mr. SrerHens. Yes. 

Mr. Rees. And they pretend to give it to charity and put it in their 
pockets; is that about right ? 

Mr. SrerHens. Yes. 

Mr. Rees. It isn’t right, but isn’t that about the situation? 

Mr. SrerHens. Yes. 

Mr. Fascexy. I assume these types of cases also have been turned 
over to the internal revenue ? 

Mr. Steruens. They were. Sometimes we associate with them on 
their joint investigations. 

Mr. Fascen. Do you have any complaints on the National Haven 
for the Blind, operating out of Washington, D. C. / 

Mr. Sreruens. I think we have some. 

Mr. Fasceti. The National Haven for the Blind? 

Mr. SterHens. Where are they located? Madison, Wis, ? 

Mr. Fasceti. No; Washington, D. C. 

Mr. Srepuens. I think we have some inquiries about them. I be- 
lieve we have no particular action pending against them. 

Mr. Fascetx. Do you have any complaints or inquiry regarding 
Vita-Pharmacals, Inc., of Los Angeles, Calif. ? 

Mr. SrerHens. Yes, sir. 

Mr. Fascetx, Do you have anything regarding the Disabled Amer- 
ican Veterans in Cincinnati, Ohio? 

Mr. Steruens. Yes. That is all I have. 

The CHarrMan. Before we get into this other matter with Mr. Goff, 
there are two fine young friends of mine from Rusk, Tex., in my dis- 
trict, who are visiting us this morning. I would like them to stand 
and be recognized. They are Bobby Butler and Mike Cassidy. 

We are glad to have you. They are in high school in Rusk. 

Mr. Rees. We are glad to recognize men from Texas. 

Mr. Guprser. As a Californian, I go along with that. 

Mr. Rees. We appreciate your visiting us. I know you appreciate 
the distinguished Representative you have here representing you in 
Washington. 

The Cuamaran. Thank you. 

Mr. Fascetu. In addition to the problem of pure economics from 
the standpoint of postal rates, as such, what kind of a problem does 
this whole operation present for the inspector’s department? 

Mr. SterHens. We devote a considerable amount of manpower and 
time inquiring into complaints ; that is, giving attention to complaints 
to determine whether there has been an unlawful operation. 

We have two responsibilities, if there is a fraud. One is to turn 
over the evidence to the Solicitor for administrative action. The 
other, probably done at the same time, is to turn over the evidence to 
the United States attorney for his determination of criminal action. 

In the aggregate, in a year’s time, it reper a sizable problem. 

Mr. Fascrny. In the total responsibility of your Department. what 
is the best estimate you can give us, percentagewise, on the effort that 
you have to apply to this third-class mail problem ? 

Mr. Steruens. I would say that—and this is only an estimate, and 
it would vary—to look into the complaints relative to unordered mer- 
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chandise and the threatening letters, to develop evidence on those and 
to present a mail fraud case to the United States attorney, and to re- 
port it to the Solicitor, would probably represent overall maybe 10 
percent of our workload. 

Of course, not all of that, I may say, pertains strictly to unordered 
merchandise. It may involve other factors, too, you know. 

The Cuarrman. Along with this National Foundation for Asth- 
matic Children that you are going to make a statement for us about, 
I think you have probably a complaint from over in Arlington, Va., 
that gives you a whole list of the operation and collection actions taken 
by Vitasafe Corporation of New York, N. Y. Would you prepare 
something on that showing the collection letters and so forth, as Mr. 
Lawrence Kelly over in Arlington has furnished you a list of the 
things that he has received, so we will have a statement in the record 
showing the operation of that company ? 

That is not one of the so-called charities? 

Mr. Sternens. No; purely commercial, Mr. Chairman. It is a com- 
pany which tenders coupons offering free samples and thereafter mails 
unordered vitamins with bill enclosed. 

The Cuarrman. Is that the company ? 

Mr. SrepHens. Yes, sir. 

The Cuarrman. I thought it might be, but you didn’t name it. Just 
give us a rundown on it so we will have something in the record 
showing the operation. 

(The material referred to follows as requested by the chairman :) 


ARLINGTON, VA., February 17, 1956. 


Enclosed along with other letters is an ad which appeared in the February 
Eagle magazine. 

Sometime in 1955, about July or August (the exact date I do not remember) I 
filled out one of these same coupons for the free offer, enclosed 25 cents, and 
mailed. 

To this present date, I have never received this so-called free offer. 

However, about 2 or 3 months later I received a package with a bill for goods 
enclosed ; it also had an addressed envelope to the company. This I placed so that 
the package was addressed to the company and placed it in the next outgoing 
mail. 

For about 3 months this same thing happened and each time I turned the 
envelope over and placed in the mail for return to the company. 

In December, I received a letter which threatened me if I did not pay this bill. 

As you will notice on the letter dated January 13, 1956, the postscript on the 
bottom. ‘The letters in December and previous had the same postscript. These 
I made a notation on and sent back to the company, stating: That all I ordered 
was their free offer, never received it, and did not order anything else, and that 
each and every package was returned to them the day received, and therefore, 
I was under no obligation to them. 

The letter enclosed dated January 13, 1956, I replied to them that I did not owe 
them as everything was returned, but that I was keeping this letter of threat for 
evidence. The letter dated February 6, 1956, is the last one received along with 
the final threat for collection on these goods never ordered and returned as 
received. 

To sum up, I never received the free offer as advertised, nor did I ever order 
any other goods from this company, also returned in the next mail everything 
mailed to me unordered by me. Therefore, am I under any obligation to be 
billed for anything from this company? 

The letters and bills I have enclosed so that you may read ; please save for me 
in case legal action is taken in this réspect, so that they may be used as evidence 
of threat toward me. 

Sincerely yours, 


LAWRENCE P. KELLEY. 
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FINAL Norice BeFrore LEGAL ACTION 


VITASAFE CORP., 
New York 28, N. Y., January 13, 1956. 
Amount due: $2.12. 
LAWRENCE P. KELLEY, 
Arlington 6, Va. 


Dear FRIEND: You leave us no alternative! We must surrender your account 
to our lawyers for collection. 

Because the situation is so serious, we are sending you this final notice before 
taking such action. 

Apparently you do not realize the position in which you have placed yourself 
by disregarding your obligation to us. We have done all we can to make you 
realize it but you do not seem to care. 

For your own protection, we strongly urge you to settle this matter instantly, 
without fail. See that your payment in full reaches us within 10 days. Use 
air mail or special delivery ; even wire, if necessary. 

What happens next is entirely up to you! 

Earnestly yours, 
C. J. Forp, Collection Manager. 


P. S—Be sure to return this letter with your remittance to insure proper credit 
to your account, 


VITASAFE Corp., 
New York 23, N. Y. 
Regarding account to be collected by any legal means. 
(This is a copy of my client’s instructions. ) 
SAMUEL D. PressMAN, Esq., 
New York 19, N. Y. 

Dear Mr. PRESSMAN: Attached is a statement of an account due us. Please 
proceed immediately with the collection in full plus all expenses. 

Hxhaust every legal means at your command, even if the costs incurred should 
exceed the amount of the debt. We cannot allow word to get around that we 
permit any just debt to be left uncollected without running the danger of people 
taking advantage of us. 

Sincerely, 
C. J. Forp, Collection Manager. 


Copy oF STATEMENT 


FEeBRvuARY 6, 1956. 
From: Collection Department, Vitasafe Corp., 43 West 61st Street, New York 
23, N. Y. 
To: Lawrence P. Kelley, 2735 South Veitch Street, Arlington 6, Va. 
Return this statement with you remittance. 
Amount past due, $2.12. 


NEw York 19, N. Y. 

My client has requested me to promptly institute legal proceedings against you 
to have you pay this debt together with all expenses incurred for its collection. 
I am, therefore, preparing instructions to my correspondent attorney whose office 
is in your community to commence legal proceedings against you. Such pro- 
cedure can only result in additional expense and embarrassment to you. 

You can avoid such action by forwarding your check or money order in the 
amount mentioned, by return mail immediately. 

My client informs me that the merchandise was ordered and delivered to you 
upon your request. He insists that this is a just debt which he is determined 
to collect. You should, therefore, take a very serious view of this matter. 

To insure proper credit, return the enclosed statement with your remittance or 
include your account number with your payment. 

Very truly yours, 


SAMUEL D, PRESSMAN. 
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Mr. Rees. Just one observation, going back to this question of this 
income-tax situation. I am thinking in terms of these outfits that you 
described this morning where people have paid in hundreds of thou- 
sands, and even millions of dollars, thinking that it goes to charity 
and properly making deductions therefor, because they thought it 
went to charity. 

Instead of that, it goes into the hands of these outfits and crooks 
and the Government loses money by reason thereof. 

Mr. Sreruens. That is right. 

Mr. Rees. It seems to me that is something that ought to be followed 
up a little bit with the Internal Reveune Sarvies. That is just my 
opinion. 

Mr. Steruens. I think your point is well taken. 

Mr. Rees. We do comment, too, that we appreciate your fine 
statements, both of you, with respect to this matter this morning, and 
your very clear understanding of it. 

Of course, you have had a tremendous amount of experience in 
your Department down there in dealing with the same condition, and 
you have done a good job. 

Mr. SrerHens. Thank you, sir. 

The Cuarrman. I would like to join in that statement of Mr. Rees. 
You have been very enlightening to us. 

If all of the members here can take the time, we might go briefly into 
this statement that Mr. Goff has relating to pornographic materials. 
It won’t take long, will it? 

(Discussion off the record.) 

Mr. Gorr. I will put my statement in the record and I will be glad 
to answer any questions. 

— Cuarrman. I think that will do it, That will be placed in the 
record. 

(The bill H. R. 174 and the statement referred to follows :) 


[H. R. 174, 84th Cong., 1st sess. | 
A BILL To authorize the Postmaster General to impound mail in certain cases 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, upon the institution of proceedings be- 
fore the Postmaster General against any person, firm, corporation, company, 
partnership, or association for the purpose of determining whether any of the 
orders authorized by section 3 of the Act of March 2, 1889 (39 U. S. C., sec. 255), 
sections 3929 and 4041 of the Revised Statutes, as amended (39 U. S. C., secs. 
259 and 732), and the Act of Anugust 16, 1950 (39 U. S. C., sec. 259a), should 
be issued, and when it shall appear to the Postmaster General to be reasonably 
necessary for the protection of the public or to be in the public interest, he may 
order that mail addressed to such person, firm, corporation, company, partner- 
ship, or association be impounded and detained by the postmaster at the office 
of delivery pending final decision of the issues involved in said proceedings: 
Provided, That any person, firm, corporation, company, partnership, or associa- 
tion whose mail may be impounded upon order of the Postmaster General, pur- 
suant to the authority conferred by the preceding provisions of this Act, may at 
any time during the pendency of the said proceedings file a complaint in the 
United States district court for the district where the person, firm, corporation, 
company, partnership, or association resides or has his or its principal place of 
business, to suspend, restrain, or enjoin the enforcement of the order of im- 
pounding of the mail upon a showing that such order was issued arbitrarily, 
capriciously, or improvidently, and that such order is not necessary for the pro- 
tection of the public or in the public interest. The court shall promptly proceed 
to hear any such complaint upon not less than five days’ notice to (1) the Post- 
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master General of the United States; (2) the postmaster of the post office within 
the delivery of which such person, firm, corporation, company, partnership, or 
association resides or has his or its principal place of business; (3) the Attorney 
General of the United States; and (4) the United States attorney for the 
given district. Such notice shall be given by registered mail by the clerk of the 
said district court, and shall be complete on the mailing thereof. 





LEGISLATION NEEDED 


1. IMPOUNDING MAIL 


For several years the Department has sought legislation authorizing it to 
impound mail under certain circumstances. This House passed such a bill in 
the 83d Congress on April 8, 1954. For indentification the bill passed by the 
House was H. R. 569. The bill provided that when :t appeared to the Postmaster 
General to be reasonably necessary for the protection of the public, he may order 
that mail addressed to a person or concern violating sections 255, 259, and 259a 
of title 39, United States Code, be impounded and detained by the Postmaster 
at the office of delivery pending a final decision of the issues involved in a proceed- 
ing initiated under the sections cited. The American Bar Association has gone 
on record as being opposed to such a bill. Recently, however, it passed a resolu- 
tion with respect to three bills presently pending before this Congress. They are 
H. R. 174, S. 8, and 8S. 2516. The effect of this resolution, a copy of which I 
offer for incorporation of the record, indicates American Bar Association approval 
of impounding of mail by the Postmaster General under the circumstances set 
forth in these bills for a period not to exceed 20 days. If the impounding is to 
extend beyond that period, it must be approved by the district court after 
opportunity for hearing. 

The use of the mails to advertise and sell merchandise has grown substan- 
tially. It is apparent that the public has considerable confidence in this type 
of business and it is essential that this confidence be maintained. 

The above-mentioned sections of title 39, United States Code, authorized the 
Postmaster General to order returned to senders all mail addressed to persons 
or concerns obtaining or attempting to obtain remittances of money through the 
mails (1) by means of false or fraudulent pretenses, representations, and prom- 
ises, (2) obtaining and attempting to obtain remittances of money through the 
mails in exchange for obscene materials, (3) is engaged in conducting through 
the mails a lottery or gift enterprise, and (4) in the conduct of an unlawful 
business is using and is requesting to be addressed by a fictitious, false, or 
assumed name. 

The duty imposed upon the Postmaster General by these statutes require him 
to take prompt action to stop the mails from being used to defraud and public, 
to debase its morals, and to exploit lotteries and similar schemes. Decisions of 
Federal courts have emphatically expressed this view. 

Injury done to the public by fraudulent schemes is irreparable as are also 
injuries caused by the dissemination of obscene, lewd, and lascivious matter. 
The statutes authorizing the Postmaster General to purge such enterprises from 
the mails are summary and protective rather than remedial and their provisions 
must be invoked without delay. Delay in these cases negatives or greately 
reduces the effectiveness of the Postmaster General’s orders in preventing “further 
injury to the public.” 

Quick cleanup and transient schemes involving the sale of indecent photo- 
graphs, moving pictures, slides and other articles present problems which could 
be solved by impounding the offender’s mail during the administrative proceeding 
necessarily required prior to the issuance by the Postmaster General of the order 
provided by section 259a of title 39, United States Code. The method employed 
by these enterprises is to advertise sensational merchandise under an assumed or 
trade name which is used for a short period. They ship merchandise only when 
they believe that all orders likely to result from the current advertising have been 
received. Then, or just prior thereto, they may use another name and address 
to repeat the performance. The delay in filling orders is to prevent postal 
inspectors from securing evidence which United States courts in California have 
in some instances held essential to support a departmental order. A recent 
decision in the United States Court of Appeals for the Third Circuit decided 
December 21, 1955, in U. S. v. Hornick, will be of considerable assistance to the 
Department, especially if followed by other circuit courts, including the ninth 
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cireuit. The Hornick case holds that advertisements describing the merchandise 
as obscene is sufficient to warrant a conviction under title 18 United States Code, 
section 1461. The same principle should apply to title 39, United States Code, 
section 259a. 

While the amendment of the bill to conform to the recommendations of the bar 
association would make it more difficult of practical operation, particularly in 
Federal courts distant from Washington, I prefer not to press for its enactment in 
form subject to a considered conclusion that sufficient procedural safeguards are 
not provided. 

Of course, our bill was approved in its present form by the Bureau of the 
Budget, so this means that the Department of Justice did not object to its provi- 
sions. It would seem that the burden should be on the concern complained 
against to go into court rather than the Postmaster General. 

A grant of authority to the Postmaster General to impound mail for such 
schemes pending an administrative hearing would make the Department’s law 
enforcement efforts more effective. 


2. AMENDMENT OF TITLE 18 RELATING TO THE MAILING OF OBSCENE MATTER 


The amendment was sent to the Speaker of the House and the Vice President 
under date of February 24, 1956. Because it deals with the criminal code it will 
become a matter for consideration by the Committee on the Judiciary. In sub- 
stance, it provides that violators of section 1461 of title 18, United States Code, 
the provision which prohibits the mailing, at the place of address or in any 
judicial district through which the obscene material is carried through the mails. 
It has not yet been introduced, but a copy of the proposal is submitted for the 
record. 


A BILL To amend title 18 of the United States Code, relating to the mailing of obscene 
matter 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the ninth paragraph of section 1461 of 
title 18 of the United States Code is amended to read as follows: 

“Whoever knowingly uses the mails for the mailing, carriage in the mails or 
delivery of anything declared by this section to be nonmailable, or knowingly 
causes to be delivered by mail according to the direction thereon, or at the place 
at which it is directed to be delivered by the person to whom it is addressed, or 
knowingly takes the same from the mails for the purpose of circulating or dis- 
posing thereof, or of aiding in the circulation or disposition thereof, shall be 
fined not more than $5,000 or imprisoned not more than five years, or both.” 

In the decision of the United States Court of Appeals 10th Circuit (U. S. v. 
Ross, 205 Fed. 2d 619) it was held that the unlawful act defined in title 18, 
United States Code, section 1461 “is the deposit for mailing and not the use of 
the mails which may follow such deposit.” The court stated that the act was 
complete when the deposit was made and is not a continuing act. The importance 
of this decision rests in the fact that it is sometimes difficult to obtain a convic- 
tion for the mailing of obscene matter in certain jurisdictions. In the Ross case 
above, the defendant mailed pictures of nude females in one State for delivery in 
another State. In the judicial district where the pictures were mailed, the 
court held that the pictures were not obscene, whereas in the judicial district 
where the pictures were delivered the court reached the conclusion that it did 
not have jurisdiction. 

The circulation of obscene matter in any community tends to debase its morals. 
Its citizens should be free to prosecute the persons responsible for such obscenity. 

Congress clearly indicated its intention by enacting section 3237 of title 18, 
United States Code. This section provides that any offense involving the use of 
the mails is a continuing offense and may be prosecuted in any district from, 
through, or into which such mail matter moves. 

Unless the Department’s legislative proposal is enacted, the will of Congress as 
expressed in title 18, United States Code, section 3237 will be defeated insofar 
as the application of that intent to prosecutions under title 18, United States 
Code, section 1461 for the mailing and transportation of obscene matter is 
concerned. 
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RESOLUTION SUBMITTED BY THE SECTION OF ADMINISTRATIVE LAW AND ADOPTED 
BY THE BOARD OF GOVERNORS, AMERICAN Bar ASSOCIATION, OCTOBER 22, 1955 


Resolved, That the section of administrative law is of the view that S. 2516, 
84th Congress, which would authorize the Postmaster General to impound mail 
in certain cases, does not fully conform with essential procedures specified in 
the resolution of the American Bar Association approved August 23, 1954, and 
therefore should be opposed for the reasons: (1) That the authority of the Post- 
master General to impound mail is not expressly related to the commencement 
of an administrative proceeding before him by which the party may have an 
opportunity for a hearing and final determination of the case on its merits; and 
(2) that the administrative impounding of mail for the initial 10-day period 
is continued in force by the mere filing of a petition for an order of a court, and 
és otherwise lacking in procedural safeguards ; and further 

Resolved, That the section of administrative law on consideration of the said 
American Bar Association resolution, the provisions of pending bills, S. 8, S. 2516, 
and H. R. 174, 84th Congress, and the reports of section committees on confer- 
ences pertaining to reasonable procedures for effectively dealing with the im- 
pounding of mail on grounds of obscenity, is of the opinion that a provision for 
an interim impounding by the Postmaster General in such cases, upon notice 
to the person involved, is not unreasonable or inconsistent with the association’s 
intention of assuring to such person an opportunity to contest the lawfulness 
and reasonableness of any such peremptory impounding of mail: Provided: (1) 
That such interim order shall expire at the end of the 10-day period and may be 
vacated or modified within such period by order of court; (2) that provision be 
made for examination of mail by the addressee under postal supervision and the 
receipt of such mail which can be identified as not within the scope of such pro- 
ceeding; and (3) that the continued impounding of mail after the initial 10-day 
period shall be only by order of a court after opportunity for hearing and upon 
a determination as provided for in S. 2516; and further 

Resolved, That the officers of the section be and they are hereby authorized to 
report this action and seek approval of the association in such manner as they 
may deem appropriate; Provided: That the council be and is hereby authorized 
in its discretion, after further consideration, to amend clauses (1) and (3) of 
the second paragraph of the foregoing resolution to provide for a specified period, 
not exceeding 20 days, in lieu of the 10-day period therein stated. 

I hereby certify that the above is a true and correct copy of the resolution in 
the form as approved by the board of governors October 22, 1955. 

JOsEPH D. StTecHeEr, Secretary. 

Dated November 17, 1955. 


Mr. Gorr. We do appreciate very much this opportunity to appear 
before you. We will be willing to come up before this committee at 
any time you think we can bring in helpful information to you. 

Mr. Rees. I just want to make sure we are following through on 
this proposal. That is the main thing. 

Mr. Gorr. We will do it. 

The Cuamman. Mr. Rees may introduce both those bills, too. I 
know he and I both have been interested. 

I almost forgot about another matter. I understand that there are 
still passing through the mail some of these things called punchcards 
that are sent out to children so that they sell a chance, and they 
operate like a punchboard. 

Is that true? 

Mr. StrepHens. The mails have at times been flooded with those. 
At the present time we believe that there are few of them, because 
there have been some rulings we have had that they are not mailable, 
but periodically, there have been many of those in the mails. 

The CuairMAN. Do you have sufficient basis for prosecution or 


criminal penalties for violation of the ruling that those are not mail- 
able? 








38 UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


Mr. Sreruens. The opinions generally were to the effect that the 
mailing of the punchboard, I believe, in itself, was not a violation, but 
the proceeds being shipped commercially were. Mr. O’Brien, I am 
sure, has an idea on that. 

Mr. Gorr. I might say, Mr. Stephens, that the Supreme Court held 
in a prosecution for these punchboard as a gambling device, that they 
were not a gambling device until they were actually punched. That 
was the difficulty. 

The Cuarrman. That could be remedied by legislation, it seems to 
me. If you would fix up a bill on that, I would be interested in it. 

Mr. Fascrett. Along the idea that the mailing would constitute an 
overt act, and would raise a presumption which would have to be re- 
butted, maybe; something like that. I don’t know how that would 
work. 

The CHarrman. Mr. Fascell has a couple of questions. 

Mr. Fascetu. Mr. Stephens, do you have any complaints on the Na- 
tional Chronic Diseases, a charity operating out of New York City? 

Mr. StrepHeEns. I don’t recognize it. 

Mr. Fasceti. Do you have any complaints on the Lingerie Sales 
Co., Post Office Box 25444, West Los Angeles, Calif? 

Mr. SrepHens. Yes. 

Mr. Fasceti. Do you have any complaints on the E. S. Laboratories, 
Post Office Box 25885, Los Angeles, Calif? 

Mr. Sreruens. Many complaints. 

Mr. Fascetz. The reason I asked those questions, of course, 1s 
obvious. I have received complaints from people regarding all of 
these operations. 

The Cuarman. I have a number, too. I might ask you if you had 
any complaints about Art Treasures of the World? 

Mr. SrepHens. Yes, sir. 

The Cuarmman. And the Literary Guild of Garden City, N. Y? 

Mr. Steruens. They are in the category of complaints. People 
object to the receipt of them. I am not saying we have any action 
against them. 

Mr. Fascetx. I wanted to make that clear, too. ‘The line of my 
questioning was strictly whether or not you had any complaints; not 
whether the organizations were under investigation. 

Mr. Sreruens. That is right. 

The CHarmman. I think our questions are clear about that. 

If there are no other questions, we will stand adjourned until to- 
morrow at 10 o’clock. 

(Whereupon, at 12:13 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Wednesday, February 29, 1956.) 
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WEDNESDAY, FEBRUARY 29, 1956 


House or REPRESENTATIVES, 
ComMITTEE ON Post Orrice anp Crvin SERVICE, 
SvuBCOMMITTEE ON Post OFFICE AND PosTat OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 213, Old House 
Office Building, at 10 a. m., Hon. John Dowdy (chairman of the sub- 
committee) presiding. 

Present: Representatives Dowdy, Robeson, Fascell, St. George, 
Cederberg ; oe exoflicio members, Rees and Murray. 

The CuairmMan. The subcommittee will come to order, and we will 
continue our hearings on paragraph (5) of House Resolution 304. 

Congressman Tumulty is here. We will be glad to hear from you. 
I believe you wanted to make a little statement. 


STATEMENT OF HON. T. JAMES TUMULTY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Tumutry. Yes, Mr. Chairman and congressional colleagues. 

I am Congressman T. James Tumulty, from the 14th District of 
New Jersey. I would like to express my interest in the legislation 
and the situation which you are studying, and to compliment the 
committee on its becoming so deeply engrossed over this problem. 

I would like to introduce Father Jordan, who is going to briefly 
state to you the situation as he sees it with respect to the seminary 
from which he graduated, I believe, and which does at present send 
out cards under the existing regulations. 

Father would like permission to send to the committee a detailed 
written statement later, because he has not had an opportunity to 
get all the information that he desires. 

Also, with the committee’s permission, he would like to make some 
constructive suggestions that might aid the committee in resolving 
the problem which he knows the committee faces. 

The Cuamman. We will be particularly interested in that. 

Mr. Tumu.ry. Father just wants to call attention to their situa- 
tion and to let you know he appreciates that the committee has this 
difficult problem which has been, I guess, disturbing many, many 
pores ane in addition, to make a good practical suggestion that might 

of help. 

I talked with him and I suggested it would be better if he submitted 
it later in writing, when he had an opportunity to confer with the 
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sa a back home. I had thought there might be some method where- 
y the procedure could be outlined to the postmaster so that he would 
be in a position to know the organizations that are operating in good 
faith and those that are not, and the type of material that is being 
sent out. 

We frankly haven’t had a chance to go into all the ramifications 
of it, and therefore I would like to ask permission for Father to do that. 

The Cuatrman. That will be granted. 

Mr. Tumutry. I thank the committee for their courtesy. 

The Cuarrman. Thank you, Mr. Tumulty, for coming in. 

We will hear from Father Jordan. 


STATEMENT OF FATHER T. J. JORDAN, CATHOLIC UNIVERSITY, 
REPRESENTING THE ASSOCIATION OF THE MIRACULOUS MEDAL 


Father Jorpan. I represent the Association of the Miraculous 
Medal, and we do engage in religious-article selling, both solicited 
and unsolicited. 

Our organization sends out Christmas cards through the mails in 
September, before the Christmas rush begins, and the proceeds from 
the sale of Christmas cards are used in educating young men for 
the clergy, so actually, it is a nonprofit organization. We do deplore 
the fact that there have been so many racketeers that have used 
religious organization names and gone ahead and sent out religious 
articles under false pretenses. I refer to such operators as those who 
obtain obituary notices from newspapers and then send Bibles and 
bill the relatives of the deceased. 

The action of such men could put us, who conduct legitimate char- 
itable organizations, in a bad light, and there is always the possibility 
that when legislation is drawn up, we may be more or less categorized 
in one group and with fraudulent operators and the fact that the 
consequent legislation would hurt us considerably; in other words, 
it could put a terriffic burden on us. 

It is quite a task to support a seminary of about 125 people. Young 
men spend 9 years in our seminary after finishing high school. Their 
education and living expenses are financed, in part, through the 
proceeds from the Association of the Miraculous Medal. 

It would be quite a burden on us if such a bill was passed so as 
to prohibit sending through the mail unsolicited goods in second or 
third class. That is why I requested permission to present our case 
to you this morning. We do realize that you have a great problem 
in stopping racketeers, that the post office is losing quite a bit of 
money, and that there has to be some legislation passed. 

However, we do hope that when the legislation is passed, it will take 
into consideration the fact that there are legitimate business enter- 
prises and charitable organizations who are doing good work, and 
that these organizations will not be more or less hamstrung in their 
worthwhile endeavors. We do not want legislation that might throw 
the baby out with the bath water. 

We want to preserve the good work being done and yet get rid of 
those who are deceitfully calling themselves charitable enterprises. 
My main purpose in coming this morning is to present our side of 
the case before you, and I would, as Mr. Tumulty said, like to submit 
a statement later on, drawn up after consultation with our men in 
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the main office, and to appeal to you that when legislation is passed, 
that the innocent will not be penalized with the cuilty. 

The Cuarrman. In that connection, we would like to have any con- 
structive suggestions you have. 

Father Jorpan. I was considering a proposal—I don’t know how 
feasible it is—after I heard the testimony that was presented yester- 
day, that there might be a possibility of special permits being issued 
to bona fide charitable organizations who have been approved as legit- 
imate organizations. 

As Congresswoman Mrs. St. George stated yesterday, merely having 

sach parcel stamped with a notice of the contents inside, is not a solution 
to the problem. Rocketeers could always get around that. The chis- 
elers would not be hindered in their activities. They would go ahead 
and send their matter through the mail without stamping the con- 
tents on it in order to protect themselves, but I haven’t really given 
the matter enough considered judgment to arrive at any suitable 
solution which would enable the post office men to prohibit the mail 
from being used fraudulently, while at the same time give sufficient 
protection to charitable and legitimate business corporations. How- 
ever, a permit would be a means of identifying those who are in legit- 
imate business from false operators. I would like to ask a question 
about a proposal mentioned yesterday in regard to raising the postal 
rates, as a possible means of pr ohibiting r: wcketeers from fr: uudulently 
using the mails to promote their schemes. 

I do not understand whether this means that there is such a large 
initial outlay required to enter into a business that raising the rates 
considerably might make it impossible for them to get “started in 
business. I don’t see how this would stop them. I am_afraid that if 
such a postal raise were passed, it might hurt us also—if the rates 
were really prohibitive. 

The Cuarrman. I think whoever brought up the question yester- 
day had in mind the fact that third-class mail is carried at quite a 
deficit to the Post Office Department. Of course, I am not reading 
anyone’s mind, but I expect the question is whether or not it should 
be raised sufficiently to more nearly pay its way. 

Father Jorpan. Would that prohibit operators from entering into 
what we might say : re rackets ¢ 

The CHarrman. I don’t know that it would prohibit. Another 
thing that might have a bearing on that question is that a great deal 
of this material is refused and returned, and assuming that it is car- 
ried back at the same postage rate that it is sent, there is a double 
loss to the Post Office Department. 

I would like, for the record, to develop a little bit about your par- 
ticular operation. You mail only Christmas cards? 

Father Jorpan. Yes, as far as [ know. 

The Cuatrman. In other words, you have a seasonal operation ? 

Father Jorpan. That is right. Also, we do send out religious arti- 
cles to people who request them, but we don’t send things like that 
through the mail unsolicited. 

The Cuarrman. That is an order business. People write you and 
either request it or it may be something that you will send out just 
on request, or perhaps they send contributions. Either w ay, it is 
allright. It is when they request it. 
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Father Jorpan. Under this bill, it would be the fact that we do 
send out unsolicited Christmas and everyday cards at $1 a box. 

The Cuarrman. How large a mailing do you have on these Christ- 
mas cards? 

Father Jorpan. I really couldn’t go into it now, because I don’t have 
the details. I am really not working in the office. I am studying at 
Catholic University, doing graduate work in English literature, and 
I have been requested to come down and present a plea for legitimate 
enterprises. 

Mr. Tumutury. Father will be able to supply that information. 

Father Jorpan. I will supply it later on. 

The CHarrMan. Will you be back when you supply it? 

Mr. Tumoutty. I think we can arrange for Father to return. 

The CHamMan. We can get this information, then, if it is not 
developed fully in your statement, but I think we would be interested 
in knowing how large a mailing you have, how much the postage is, 
how much each set of cards cost you, and what you get for them. 
That sort of information would let us be advised as to the proportion 
of the money you get is actually available for your charitable pur- 
poses. 

Father JorpaNn. It is all used for the support and the maintenance 
of the seminary. 

The Cuatrman. I understand that, but say you get $1 back, whether 
you had to spend 75 cents or 80 cents to get $1. That is the kind of 
information I think we want. 

Mr, Fascatx. It would certainly be helpful because it would give 
us an opportunity to compare a legitimate operation against one that 
isn’t. I think it would be extremely beneficial to have that informa- 
tion. 

Mr. Tumutry. In talking this over with Father, I suggested that 
we get the whole operation outlined so that the committee then could 
see how it worked, because when they send the cards out, if the per- 
son to whom the cards are sent does not take the cards, there is no 
bill sent afterwards, or no followup. 

They can keep the cards if they want, or not. I thought you might 
get the whole transaction, in order to let the committee have one legi- 
timate, bona fide transaction, as compared to other matters that have 
been complained of. 

Father, unfortunately, just got the letter from the men at the semi- 
nary. He thought the thing was going to be ended by Friday morning 
and he wanted to let the committee know there was this other problem. 

The Cuarrman. After this week, we will probably have to recess 
these hearings for 3 or 4 weeks. 

Mr. Tumutrty. In that time, we can have Father get all the infor- 
mation and return, and I would be very happy to cooperate with them 
so the committee will have the knowledge of what this is about. 

The CuatrmMan. So you understand, you won’t have to do it this 
week. I am quite sure these hearings will necessarily be recessed for 
3 or 4 weeks. 

Mr. Fascell? 

Mr. Fasceti. Do I understand, Father, that this operation you dis- 
cussed is handled directly? It is not through anybody else? 

Father Jorpan. No. 
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Mr. Fascetz. Your own personnel ? 

Father Jorpan. Our own personnel, and hired girls to mail the 
cards. 

Mr. Fasceutu. Clerical work? 

Father Jorpan. Yes. 

Mr. Fascetu. There is no promotion fee involved or anything like 
that ? 

Father Jorpan. Oh, no. 

Mr. Fasceti. I was very interested in the idea that you expressed 
about a prelicensing investigation so that it would be easier to deter- 
mine in advance the legitimate as against the illegitimate. As far 
as I am personally concerned, I think that suggestion has a lot of 
merit and ought to be thoroughly investigated by this committee. 

Tam assuming—and if it is incorrect, I wish you would tell me so— 
that as far as your organization is concerned you would be perfectly 
willing to submit to an application form or whatever investigation 
would be necessary by the Government to determine whether or not 
you should be entitled to a license to continue your operation? 

Father Jorpan. I believe so. 

Mr. Tumuury. I had discussed with Father, and I thought it might 
be practical, the possibility of sending to the Postmaster Gener al a 
sample of what they intend to send through the mail, pictures and so 
forth, so he would know beforehand what went through the mails. 
Then if you had some lad that was sending, shall we say, some nudes 
through the mail, at a glance you would know that either it ought not 
to go through or there ought to be a dress put on it. 

That was something I thought Father should take up with his 
people back home, so when he comes back he could authoritatively 
state the position of the order, which might help the committee in 
arriving at a decision. 

Mrs. Sr. Georce. It might be possible, too, to have a cancellation 
stamp for this material so that when it is sent out it shows that it has 
a license number, or whatever you may have. 

Mr. Tumutry. Yes, so they could identify it when someone has a 
complaint. 

Mrs. Sr. Grorce. If it has to be gone over at the Department, it is 
going to slow the operation up and ‘also going to make it very expen- 
sive and very difficult, if we want to have some ething so that at a glance 
you could see it is a bona fide religious or ganization. 

Mr. Tumutry. I think we should cooperate with the Postmaster 
General in every way. I think he deserves a lot of credit for his stand 
on this matter. 

The Cuarrman. Any questions? 

Mr. Ropeson. No questions. 

The Cuarrman. Thank you, Father Jordan, and we will look for- 
ward to receiving your statement and perhaps going into it further 
with you at a later time. 

We appreciate your coming. Thank you, Congressman Tumulty. 

Father Jorpan. I also appreciate your giving us the opportunity 
to present our side of the matter, Mr. Chairman. 

The Cuatrman. Thank you. 
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(The information referred to follows :) 


THE ASSOCIATION OF THE MrraAcuLous MEDAL 


The Association of the Miraculous Medal was begun in 1918 at St. Mary’s 
Seminary, Perryville, Mo., with the purpose of spreading devotion to the Blessed 
Virgin Mary, Mother of God, and of helping to support men who are following 
the course of studies leading to ordination to the priesthood in the Roman 
Catholic Church. It was and is the purpose of the association to contact through 
the mails Roman Catholics to develop in them their belief in their faith and 
to interest them in the support of candidates for the priesthood. These ends 
are made possible by the contributions of those interested in our work. Con- 
tributions to the association come in five general ways: 1. Membership dues in the 
union of masses: (2) offerings for votive lights to be burned at the Shrine of 
the Miraculous Medal; (3) offerings sent in payment for everyday cards sent 
on approval through the maiis; (4) ollerings sent in payment for Christmas 
cards sent on approval through the mails; (5) outright cash donations. I shall 
now treat in brief each of the activities of the association showing their pur- 
pose, the nature in which it is carried out, and the returns to the association. 


Statement of income and expenses, year 1955 
Income : 


OSS nnnnPTRS: ENON II $120, 207. 24 
piri Bar We Te odie erin ren na oeee dean 55, 066. 41 
rn Ge sees eouee Were oe) bee 8 eb 9, 672. 09 
NE es oo i Ne bcc erin odie Ee 19, 930. 15 
IG i i i le lee ee ete bi elas 504. 68 

Dee een ene rt ou cadie inacalasdeusn ante Ativonmavaniadon 205, 380. 57 

Expenses: 

SU OOE OORT a nk ed sai ihe 40, 333. 18 
PS re 7, 778. 40 
i I SO eA oe cies oh sb terd bgssieres dng tn'evorey siawimectineaien 999. 00 
pice “ampenne S ot AO OO i Oh ee i eu 16, 547. 16 
gh ge SER ESE EST a) YS eae (Nae ee ek eS eee 35, 440. 29 


Postage 


Total 


Net donations 86, 853. 52 


1 This expense includes depreciation, utilities, insurance, auto and truck upkeep, travel, 
freight, taxes, maintenance of equipment, maintenance and repairs of building, special 
office expenses, and miscellaneous. 


Statement of income and expense, Christmas cards, year 1955 
Income: 








I . $152, 418. 72 
FN ne eae oe LA aes anieto ea canteens 1, 514. 86 

a ht eh ee ee eh ha De peat ops ats 153, 933. 58 

Expenses: 

eS ROEe oe Raced ne peel AMD cee ME Rh ten 82, 493. 14 
EOD I oS esecictiercdgtsitnngiaicmnscegea aah item did te ante te 3, 769. 80 
SOO I CO i thin hs bl dicdncliWtedblididiind -ncleddhtts 23, 645. 49 
a i el ciate calcein inlet ential anlar anal eas 17, 9893. 71 

i Be eds ee ee ee eas 127, 902. 14 





26, 031. 44 
NovTe.—Boxes sent out, 180,000. Net profit per box, $0.1446. 
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Statement of income and expense, everyday cards, year 1955 





Income: 

OR eileen aeencdtinaeabamidiniidiriaiamaa $58, 782. 71 
ne I, Se) Sk 5 Td lt sae ecenseiadpanbaanbediis 274. 34 
i het hha Ee ih he 5 dekh lal id ca eth hbo died ew getiele deni inaied 59, 057. 05 

Expenses: 
rr rn aa hancieaiteaeceneeiainacaemmn capiavandeenemaeante mare 
ee arsenate ie boainotegcenacaspigaasoniadts'' ~ Sa ae 
alamo and i6borus oe kk. eee ee Soe 7, 677.13 
Ok ae go ks iat ibn niantintigiise dhs ane esinpeininbanitere 6, 405. 15 
nce eaeeininiel 43, 732. 53 
15, 324. 52 


Note.—Boxes sent out, 67,841. Net profit per box, $0.2258. 


The Cuarrman. Mr. Henderson, did you want to introduce your 
people, or do you have a statement to make of your own ? 


STATEMENT OF WILLIAM B. HENDERSON, EXECUTIVE VICE 
PRESIDENT, PARCEL POST ASSOCIATION 


Mr. Henverson. I first would like to present for your consideration 
Mr. Vincent Ford, who is the executive vice president and general 
manager of the General Card Co. of Chicago, Il., a company that has 
a nationwide operation in distributing greeting cards to direct sales 
dealers who are independent businessmen and women, and Mr. Thomas 
Doran, who is the president of the Thomas Doran Co., Inc., of White 
Plains, N. Y., who conducts a generally similar operation throughout 
the country. 

Both gentlemen are entirely familiar, through years of experience, 
with the type of operation that they wish to present for your attention 
here this morning. 

The CHatrman. I would like to ask you one thing, since you have 
finished the introduction, and before they testify. 

What is the name of your organization ? 

Mr. Henverson. ‘The Parcel Post Association. 

The CHairman. I am sure that complaints come in about any opera- 
tion. You may even get complaints from your own people about what 
somebody else does. “Tf you have that sort of thing available, I am 
sure the committee would like to have the nature of the complaints 
that come into your organization. 

You may not have it with you, but if you have such 

Mr. Henperson. We don’t, Mr. Dowdy. As a matter of fact, the 
reason I am with these gentlemen is that the greeting card industry, 
as a whole, is a very large user of parcel post, and these gentlemen are 
associated with my organization as members, but you can imagine that 
with $40 million, approximately, or maybe more, of greeting cards 
being sent via p: arcel post each year, we do want to extend ever y cour- 
tesy and help—I am speaking now as an association—to our members 
who are interested in this particular phase of postal service. 

The CHatrMan. Thank you, Mr. Henderson. Is there any ques- 
tion anybody has of Mr. Henderson? Actually, he is here just to in- 
troduce these people. 
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Mr. Rees. Mr. Doran has been before the committee. before, I 
believe ? 

Mr. Doran. No. 

Mr. Rers. Which one of you has? 

Mr. Henperson. [ have appeared on rate hearings, Mr. Rees. 

Mr. Rees. You are the one who appeared on rate hearings? 

Mr. Henperson. Yes, sir. 

Mr. Rers. How do you come under this discussion? Do you send 
out cards ? 

Mr. Henverson. No, sir. These gentlemen use parcel post to a very 
substantial extent in distributing their merchandise to the dealers, and 
it is only to that extent that I am interested in their operations. 

Mr. Rees. They distribute to the dealers, not to individuals; is that 
correct ¢ 

Mr. Henperson. I believe so. Iam not entirely familiar with their 
complete type of operation. Iam, shall we say, living in Washington. 
I am assisting them in the preparation and presentation of their testi- 
mony, and that sort of thing, because when a businessman comes to 
Washington, you can understand the very natural, shall we say—prob- 
ably not the right word, Mr. Chairman—but shall we say apprehen- 
sion, and it is only purely in that sense that I am being of assistance to 
these gentlemen. 

Mr. Rees. I don’t know any reason why you should be apprehensive. 

Mr. Henperson. I am not, but a businessman coming strange to 
Washington, you can understand the natural fear of the unknown. 

Mr. Rees. This group isn’t unknown, and you don’t need to be afraid 
of this group at all. I just wondered how you came under the dis- 
cussion we are having here this morning. 

Mr. Henperson. It is just purely as a courtesy matter to these gen- 
tlemen, Mr. Rees. 

Mr. Rees. I see. 

The Cuairman. That is the same thing, Mr. Rees, that I have always 
told witnesses in the trial of cases. There is no need being afraid 
when you get in a courtroom, but that doesn’t do a bit of good; many 
are, anyway. 

Mr. Ford, will you have a seat over here? You will just present 
your statement and then we will have some questions. 


STATEMENT OF VINCENT M. FORD, EXECUTIVE VICE PRESIDENT 
AND GENERAL MANAGER, GENERAL CARD C0., CHICAGO, ILL. 


Mr. Forp. Mr. Chairman, my name is Vincent Ford. I am execu- 
tive vice president and general manager of the General Card Co., 
Chicago, Il. 

In the subcommittee’s consideration of the mailing of unsolicited 
articles with request for payment of the mailing of unsolicited articles 
with request for payment, the subcommittee may well find instances 
where criticism and censure of practices are amply justified. Such 
abuses should be curbed and corrected. But the practice of mailing 
unsolicited articles with request for payment should not be generally 
condemned without exception. 

In the industry I am representing here today, the direct-sales 
greeting-card industry, the mailing of unsolicited merchandise to 
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dealers has been standard practice for upwards of 25 years. It is « 
practice generally conducted on an ethical plane, benefic ial to both 
the greetit vg-card manufacturer and the independent direct -selling 
dealer. 

My company and others are engaged in the manufacturing and 
selling of greeting cards through “and by full-time and part- -time 
dealers and distributions throughout the United States. These direct- 
sales dealers are independent ‘businessmen and businesswomen who 
purchose stocks of greeting cards from manufacturers, such as my 
company, at wholeale prices and sell the merchandise direct to the 
ultimate consumer at retail prices. The difference between the whole- 
sale cost and the retail selling price constitutes the dealer’s profit. 

That type of dealer sales operation is usually referred to as direct 
selling. Direct selling differs from retail over-the-counter selling in 
that the dealer goes direct to the ultimate user—consumer—to make 
the sale, rather than the user—consumer—c oming to the seller’s place 
of business to make the purchase, as is the case in a retail store. 

Other industries producing many different kinds of products have 
a generally similar distr ‘bution procedure through independent direct- 
selling dealers. Most producers and distributors of goods selling 
through direct-sales dealers are members of the National Association 
of Direct Selling Cos., a national association prominent in the busi- 
ness life of the United States for several dlebadies, 

My company is a member of that association—and I am personally 
a director—as are many of the other manufacturers of greeting cards 
sold through direct-sales dealers. The association estimates ‘that a 
total of $7 billion of goods is sold each year in the United States 
through and by direct- ‘sales dealers. 

I would like to add here, Mr. Chairman, that we are also a member 
of the Illinois Chamber of Commerce, the C hicago Chamber of Com- 
merce, and the National Association of Better Business Bureaus, as 
are many others in our field. 

The retail sales of the greeting-card industry, as a whole, annually 
totals approximately $375 million. ‘Total unit — -a card and 
envelope constituting a unit—is about $4 billion a year. About one- 
half of the total annual volume of sales is unosiaiad by Christmas 

cards. 

Annual Post Office Department revenue from the mailing of greet- 
ing cards amounts to about $125 million. Parcel post used in the dis- 
tribution of greeting cards in multiple units totals not less than $35 
million. 

[ would also like to point out, Mr. Chairman, that this is the fourth- 
class mail which the Post Office Department had a profit of $1314 
million on last year. 

The CuarrmMan. Most of your mailing, then, is in first class and 
fourth class? You do not use third class much, or do you use it at all? 

Mr. Forp. We use third-class, but not for on-approval mailing. 
My company does not. 

The Cuairman. You use it for advertising and not for sending 
merchandise ¢ 

Mr. Forp. That is right; to mailing lists and so forth, to get agents 
or dealers. 

The CuHarrMan. You may proceed. 
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Mr. Forp. On that estimated basis, greeting cards represent an 
annual postal income of approximately $160 million. 

These figures serve principally to indicate the substantial position 
the greeting-card industry has in the economy of the United States. 
The industry is a large consumer of raw materials, principally paper 
products. The greeting-card industry employs millions of people— 
full-time and part- -time sales personnel and large numbers of highly 
skilled production craftsmen—artists, printers, emboss sers, diecutters, 
et cetera. 

Essential administrative personnel—for both production and dis- 
tribution—further swell the total of those dependent on the greeting- 

card industry for their livelihood. 

A pr incipal part of the greeting-card industry is that in which the 
end producit—-the card and envelope—is brought from producer to 
user through and by direct-sales dealers. It is that part of the greet- 
ing-card indus stry in which I have spent the greater part of my life, 
and with which I am most familiar. 

My informed and experienced estimate is that close to 2 billion 
greeting cards are sold each year through and by direct-sales dealers. 
Direct sales of greeting cards represent the employment of approxi- 
mately 2 million part-time independent sales dealers. 

The direct-sales part of the greeting-card industry directly employs 
between 20,000 and 25,000 production workers. Direct sales of greet- 
ing cards represent annual income to the Post Office Department of 
about $75 million—$60 million in the mailing of the cards and a mini- 
mum of $15 million of parcel-post distribution of multiple-unit stocks 
to direct-selling dealers. 

The approximately 2 million independent direct-sales dealers of 
greeting cards, and generally allied items such as stationery, ribbons, 
children’s books, et cetera, are in business to make money. These 
dealers buy their merchandise from manufacturers, such as my com- 
pany, at wholesale prices and sell at retail. 

For some, relatively few, direct selling is a full-time occupation. 
For most direct-selling dealers, greeting-card selling is part-time em- 
ployment necessary to supplement income from other sources. The 
additional income is needed to help carry individual responsibilities 
or to achieve specific individual goals. 

Direct-sales dealers are of many types. They engage in direct sell- 
ing of greeting cards for diverse reasons. Some direct-selling dealers 
are religious, fraternal, educational, or other civic organizations sell- 
ing greeting cards to raise funds to "finance projects of interest to the 
group or the community. 

A numerically much larger group of direct-seHing dealers need the 
profits from the selling of greeting cards to supplement other income 
insufficient to provide ‘adequate food, clothing, or suitable living con- 
ditions, or to achieve desired social, recreational, cultural, or educa- 
tional goals. The forces motivating these independent direct-sales 
dealers are as varied as the individual needs, desires, and aspirations 
of mankind. 

Direct-sales dealers are a broad cross section of American life— 
housewives, officeworkers, teen-agers, elderly or retired people, out- 
door workers, and farm folk. Also, there ‘are the cripples and the 
lonely shut-ins confined within the same four walls day upon day. 
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These feel the need of an outlet for their energies—an outlet both 
constructive and with financial reward. 

There are many whose independent spirit loathes living on family 
or other charity or being on public relief. All these, from the civic 
organization of many people to the lonely shut-in, are the men and 
women who are the independent direct-sales dealers of greeting cards. 

In the files of my company, and in those of others in the direct-sales 
greeting-card industry, are literally thousands of letters telling of 
suecesses and individual goals achieved by these independent direct- 
sales greeting-card dealers with whom we manufacturers are 
associated. 

For example, the polio victim, Mrs. Kitzmiller, who conducts a 
successful and growing greeting-card business from the confines of an 
iron lung. Incidentally, Mr. Chairman, I have a picture of Mrs. 
Kitzmiller, if the committee is interested. 

The 18-year-old girl and her 11-year-old brother in rural Illinois 
who bought much- needed winter coats with the $75 earned through 
the sale of my company’s greeting cards. 

The Connecticut Scoutmaster of troop 12 who writes: 

You will be glad to know that a boy who made Eagle Scout rank this year 
is departing for California to attend the National Jamboree, thanks to the profits 
realized by our troop on sales of general cards. This is costing $425, but if you 
could have seen the delighted look on his face when told of his selection, I’m 
sure you would have felt repaid for everything. In addition, 10 members of the 
troop are going to camp at the troop’s expense, so you can see we have put our 
$600 to good use. 

And from Monticello, Ind., one of our older dealers, “older” only 
in years, says: 

I am 73 years old. When I started out to sell your cards I thought I wouldn’t 


sell very many, but I just kept on trying and sold more than I ever did. I am 
so grateful. * * * 


One of our dealers right here in Washington sent a note saying: 

You might be interested to know I purchased new window shades for our club 
lounge and dining room, and glass curtains with my earnings * * * besides 
making my quota for the DAR building fund. 

Usually, individuals and organizations become associated as direet- 
sales dealers with greeting-card manufacturers through answering a 
manufacturer’s advertisement. 

On request, samples of greeting cards in kit form are sent on ap- 
proval to the prospective dealer. These sample kits invariably con- 
tain several sales aids in the form of folding panels or display screens 
on which greetings cards are mounted, catalogs, printed sales material, 
order forms, brochures, et cetera. No charge is made for such material 
and it is not resalable. 

Also enclosed in the sample kit are several boxes of greeting cards 
which are resalable and which are billed to the prospective dealer at 
wholesale price. The prospective dealer who has requested the sample 
kit may sell these boxes of cards at retail, keeping the difference 
between wholesale and retail price as his profit. Further supplies of 
greeting cards are sent on order as the dealer requests, 

I have here with me a typical sample kit in case the subcommittee 
would wish to see this basic tool of the direct-sales greeting-card in- 
dustry, and to have some explanation of the composition and correla- 
tion of its several parts 


50 UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


A typical direct-sales greeting-card sample kit may well represent 
a manufacturer’s cost in excess of $8. The value of the resalable 
greeting cards included in the kit would be about $4 at wholesale and 
$6 at dealer’s retail selling price: 

The prospective dealer is requested to do 1 of 2 things; either keep 
the sample kit and remit to the manufacturer the $4 wholesale price 
of the resalable greeting cards, or to return the complete kit to the 
sender. The manufacturer reimburses the return postage. The un- 
derstanding is just that simple. 

The $8 or more the manufacturer has invested in sending the sample 
kit to the prospective dealer on request is not the manufacturer's 
whole financial risk to obtain dealers who will sell his merchandise 
with profit to both the dealer and himself. The initial cost of obtain- 
ing a dealer is an approximate additional $4 for advertising and 
similar service expense. 

Thus, the total financial risk for the manufacturer in obtaining a 
new dealer is at least $12. For practical business reasons, if for no 
other, the manufacturer must deal fairly and equitably with the dealer 
to realize a profit on his risk. 

An average 1-year dealer never shows a profit to the manufacturer. 
even though the dealer himself profits. Only in the second year—and 
frequently the third year—of association with a dealer, on the aver- 
age, does the manufacturer recoup his investment. Turnover of sales 
personnel is as expensive to the direct-sales greeting-card industry as 
it is to any other industry, and must be kept to a minimum. 

Most people are honest. Generally, the sample kit is either kept 
and the cards sold or otherwise used and payment made to the manu- 
facturer, or the kit is returned. Where no payment is made and the 
sample kit is not returned, the manufacturer endeavors either to obtain 
payment or return of his sample kit. 

That kit represents a substantial investment. If a large percen- 
tage of kits sent to dealers were either not paid for or not returned, 
the manufacturer would soon be out of business. Bear in mind these 
kits to prospective dealers are sent because they have been requested. 

To old dealers, that is, those who have sold the manufacturer’s 
merchandise previously, sample kits of greeting cards available for 
sale in a forthcoming season are sent without further request from 
the dealer. Of course, if a previous dealer requests that no further 
samples be sent, none are sent. 

T would like to add here that we do not send a sample file where a 
dealer, for one reason or another, has requested no further samples 
be sent to him. We put his name in our file so as not to further send 
samples to him. But lacking such request of discontinuance, the kit 
is sent on the assumption that the dealer wishes to continue to sell. 
That has been a standard industry practice and relationship for many 
years between the greeting-card manufacturer and his direct-sales 
dealers. 

The selling season for greeting cards is highly concentrated, mainly 
for the Christmas season. Many direct-sales dealers begin lining up 
their Christmas sales as early as the preceding June. There is dis- 
appointment and annoyance if the dealers do not get their samples 
for the coming season in time to consider the offerings and make their 
plans for selling, or of having the opportunity to accept or reject the 
sample submitted by the particular manufacturer. 
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Then there is the human element of “procrastination.” The dealer, 
suddenly realizing the passage of time and deciding in, say, mid- 
October, he again wants to make some needed money selling greeting 
cards, but has no samples. By that time his sales competitors have 
already been busy and many of the sales the procrastinator would 
have made are already gone. Both he and the manufacturer whose 
goods the dealer had been selling are the losers. 

Out of the years of the direct-selling greeting-card industry expe- 
rience has grown the general and accepted practice of sending un- 
ordered sample kits to dealers who have previously sold the manu- 
facturer’s line of merchandise. 

The basis on which the sending of the unordered kits to old dealers 
is done is identical with that followed in sending kits to prospective 
and new dealers on order. The manufacturer says: 

Here is the sample kit of our line of greeting cards for the coming season. It 
includes salable greetings cards with a wholesale value of X dollars. Either 


keep the sample kit and cards and remit the wholesale price of the salable cards, 
or return the whole kit. We [the manufacturer] will reimburse you for any 


return postage. 

Most people are honest, as I said before. Were it otherwise, the 
greeting-card manufacturer, selling through direct-sales dealers, would 
not be able to stay in business very long. From the minority who do 
not pay the wholesale value of the cards in the sample kit or do not 
return the kit, the manufacturer logically and properly endeavors to 
obtain either payment for the merchandise or the return of his 
property. 

I would like to point out here, Mr. Chairman, in trying to point 
out how we treated our dealers, as far as the sample kit is handled, the 
point was missed. As a practical matter, our first thought in sending 
sample kits is to give the dealer something new to take orders with. 
Our order blanks and literature clearly state they can pay for the 
samples with the first order. 

In other words, we are not in business to sell samples, since we lose 
$8 on each one. We only prosper in business because our dealers 
make sales. Approximately 70 percent of the new folks and over 90 
percent of the old dealers who receive samples do make sales and the 
majority of the balance either return the kit or pay for it at wholesale 
rate. 

The practice of the direct-selling greeting-card industry in sending 
samples of its seasonal merchandise to its dealers is much like that 
of other industries. The textile industry, for example, sends sample 
pieces or swatches of material to its dealers without order. Thus, 
the dealers may know what is available for selling in the coming sea- 
son and so make their sales plans. Somewhat similar are the prac- 
tices of the apparel industries, the paper industry, and others. 

But the direct-selling greeting-card industry is perhaps unique in 
finding it a practical necessity to send salable samples of the actual 
merchandise, together with essential sales-aid material, to its dealers. 
Long experience has shown there is no other practically feasible way 
to let the dealers know what is available for them to sell in the season 
ahead. 

As a result of these remarks, I hope the subcommittee may have a 
better understanding of the operations of the direct-selling greeting- 
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card industry. Its operations are not especially complicated, though 
perhaps unusual in many ways. We believe the industry contribu- 
tion to the social and economic welfare of the Nation is a very real 
one. 

That there may be abuses in the direct-sales greeting-card industry, 
we do not doubt. The same may be said of all groups in all phases 
of activity in our Nation. But the ethical and forward-looking ma- 
jority should not be tarred with the brush of a small unethical 
minority. 

We are confident that this subcommittee will not wittingly or 
willingly countenance damage to this substantial industry through 
undue disturbance of industry practices found through years of ex- 
perience to be of practical benefit to producers, sellers and users of 
the industry’s products. 

We shall be glad to work with the subcommittee to an equitable 
solution of the problem. 

Mrs. Sr. Grorer. Mr. Chairman, might I say one thing? 

The Cratrman. Yes. 

Mrs. Sr. Grorce. I do not see that your industry comes under 
what we are looking into at all, because you have reiterated in your 
testimony, and it puts you into an entirely different category, that you 
do not do this unsolicited. 

Mr. Fasceru. Except followups. 

Mrs. Sr. Grorer. Except followup, yes, but if you deliberately 
accept the thing in the first place, I think you have to take the ris 
of the followup. It doesn’t seem to me that it comes in the same 
category as unsolicited mail. 

The Cuatrman. I wanted to inquire a little bit about that. When 
a person answers one of your advertisements, and says “Send me the 
sample kit,” does he understand there is going to be something in the 
sample kit for which he is expected to pay ? 

Mr. Forp. Yes. Our ads are clear that we are sending these kits 
on approval. 

Mr. Rees. What do you say in your ad? 

Mr. Forv. I don’t have an ad here with me, Congressman Rees. 

The Cxatrman. Could you furnish us one for the record? 

Mr. Forp. Yes. I can send it to you. 

Ts that all right? 

The Cratrman. Yes. 

(The ad referred to follows :) 

Curcaco 7, Itt., March 28, 1956. 
Congressman JoHN Dowpy, 


Chairman, Subcommittee on Postal Operations, 
House Building, Washington, D. C. 


Dear Mr. Downy: You'll find enclosed a copy of a typical General Card ad 
which appeared in the November 1955 issue of True Adventure magazine. 
You'll recall you requested a copy of one of our ads when I testified before 
your subcommittee February 29. 
Hope this completes your file. If there is anything else you'd like, please 
don’t hesitate to call on me. 
Cordially, 


GENERAL Carp Co., 
VINCE Forp, 
Eeecutive Vice President and General Manager. 
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ABOUT THESE NEW DESIGNS IN az 


Christmas Cards 


NOW YOU CAN MAKE 
OVER $1.00 A BOX 


Everybody—friends and neighbors—even strangers ARE ABOUT x rl 
“fall in love” with these new, EXCLUSIVE Christ- = Ps P 


They’re brand new! They include the finest Religious, 
riumorous, Artistic, and Business Christmas Cards— 
Printed, Embossed, and Die-Cut, as well as the sensa- 
tional, new, Exclusive ““Super-Slims.”’ And even with 
the sender’s name printed on every one, these new 
kinds of cards sell for about 3c each! No wonder you 
can makegood money in spare time Se them! 
Only 60 orders can ouang Fon more than $60 in cash 
profits by our amazing Double-Up Profit Plan. 


FREE! 26 TOP FAVORITES 
ALL DIFFERENT 


Just mail the coupon and you'll receive 26 of these 
Exclusive and excitingly new cards, all different, and 
, allabsolutely free. Along with these FREE cards, we'll 
send youeverything else you need to make lots of quick 
cash for yourself, your church, or your club. And we'll 
show you how you can make this money every week 


mas Card designs. And no wonder! They’re different! 

























between now and Christmas! The 26 Exclusive cards 
you'll receive are all in full color—all the newest and 
most Popuine designs we ever created, and they are 
EXCLUSIVELY YOURS! 





er no money—Just mail this 


GENERAL CARD CO., Dept. 6411 
1300 W. Jackson Bivd., Chicago 7, Hi. 









TRY THIS SIMPLE PLAN 
FOR 10 DAYS AT OUR EXPENSE 


There is no charge for this Valuable Sample Kit. All 
you do is mail us the coupon with your name and ad- r ¢ 
dress. When the cards arrive, show them to friends and or ever. If after 10 days, I'm not delighted with the or- 


Please send me the 26 EXCLUSIVE Christmas Cards 
neighbors. If in 10 days you aren’t delighted with the j ders I’ve gotten and the money I’m making, I'll send 


—FREE, with New Color Catalog of Stationery,Gift J 
Wraps and Gifts, and complete instructions for mak- 

ing lots of money by taking orders in full or spare { 
time. | understand I pay nothing for these 26 cards now i 


money you've made, and the orders you've received your valuable Sample Kit back and forget the matter. 
—if you still aren’t completely convinced that this is 
a wonderful spare-time money-maker for you—just 
return this a Kit and forget the matter. You 
owe it toy , after réading this far—to try it! 
Don’t forget! Be sure to mail the coupon today! 


GENERAL CARD COMPANY 
1300 West Jackson Boulevard j ra ie ie 


Dept. 6411 © e Chicago 7, Ulinois (eee cee ces OS co ca GS es ee Oe ee ee 

The Cuarrman. In other words, we are not saying that you have 
any misleading advertisements, but that is one of the complaints that 
we have, that some advertisements are misleading and get people to 
order something, a sample of some kind, then they have merchandise 
that comes along with it for which the recipient is asked to pay, and 
he doesn’t expect that. 

Mr. Henverson. Mr. Doran is quite familiar with that, if you care 
to ask him during his testimony. 

The Cuarman. All right. I believe you made a statement of 
the percentage of people that ordered the sample kits that kept them 
and paid for them. 

Mr. Forp. Seventy percent of the new dealers, those that answer 
the ad, and better than 90 percent of the older dealers that are sent 
kits on approval. 

I would like to point out, Mr. Chairman, that “on approval” in 
this instance could fall into the category of unsolicited. I mean, 
based upon the sales that the customer or dealer did last year, we 
send a kit on approval. 
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The Cuamman. For instance, if a man orders your sample kit 
and, say, he pays whatever you ask him for it—$4, I believe you said— 
but doesn’t order any other cards, do you send him a sample kit next 
year, or just the man that gets some business for you ? 

Mr. Forp. Just the man who gets some business for us. We will 
advise him of the availability of a kit, but we classify our dealers. 
In other words, they get special treatment. A bigger dealer is given a 
preferred kit, and a secondary dealer, and so forth. 

The Cuairman. In other words, if a man sends in a lot of orders, 
you send him a larger kit of samples ? 

Mr. Forp. That is right. When I say that, this is the way we do 
it. Of course, many people handle it differently in our industry. 

Mr. Ceprerserc. Would you yield to me? 

The CHarmman. Yes. 

Mr. Ceperserc. If I ordered a kit from you for the coming Christ- 
mas season, and then I sent you the $4, but that is all you heard from 
me—you haven’t any idea whether I sold those or used them for my 
personal use—then a year from now do I get another kit ? 

Mr. Forp. You have an opportunity. In other words, we send 
you a mailing and offer you an opportunity to get another kit. 

Mr. Cepersere. But you don’t actually send the kit ? 

Mr. Forp. On approval, no, we do not. 

Mr. Ceperserc. You send mea letter ? 

Mr. Forp. That is right. In other words, we assume that it is 
possible you got the kit too late. You still want to sell cards, so we 
don’t want to ignore you, but we certainly don’t want to risk another 
loss on your case. We didn’t make money on the sample kit. 

Mr. Rees. Did you lose on it? , 

Mr. Forp. Yes, we did. As I stated in my testimony, we don’t 
make money on a new dealer the first year, and sometimes not the 
second. When it comes to the cost of getting the dealer and sampling 
them, we only make money when he becomes active and sells for us. 

The Cuarrman. If I understand correctly, you said that kit cost 
you about $8. 

Mr. Forp. Yes, sir. 

The Cuarrman. If he pays for the kit, that is all he sends you—$4? 

Mr. Forp. That is sah. sir. When I say the kit, that is every- 
thing that is involved in that kit I have here, the postage and the 
carton, to get it in the hands of the dealer. I also stated that there 
was a $4 initial cost. 

The Cuarrman. I understand. In other words, that is your adver- 
tising cost and that sort of thing? 

Mr. Forp. Yes, sir. 

The Cuarrman. That is actually what it costs you to get it to one 
individual ? 

Mr. Forp. That is right. 

The Cuarman. That is what I had reference to. For instance, 
if I ordered a kit this year, sent you the $4, and that is all, the next 
year all you would do would write me and ask me if I wanted another 
kit ? 

Mr. Forp. Yes. 

The Cuarrman. However, if I sold some number of cards for you, 
in addition to the $4 worth in the kit, then next year you would send 
me a kit with the new samples? 
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Mr. Forp. Yes. 

The Cuarrman. It is clear in my mind, at least, what he is doing. 
Are there any other questions ? 

Mr. Rosrson. I notice you say “In the industry I am representing 
here today.” Are you a spokesman for the industry of greeting cards, 
or are you speaking as a representative of your own company, and 
indirectly for the industry ? 

Mr. Forp. As a representative of General Card, and indirectly of 
the industry. 

The CuatrmMAn. He is some sort: of an official in the industry 
organization. 

Mr. Ropseson. What I was getting at, what is the scope of your 
company’s operation? Do you design, manufacture, and distribute, 
or do you just distribute 4 

Mr. Forp. We design, manufacture, and distribute an exclusive 
greeting-card line. 

Mr. Ropeson. In the industry that you are’a representative of, is 
that the usual practice of these members ? 

Mr. Forp. Generally, it is a sort of heterogeneous group. In other 
words, there are distributors, per se, and we are manufacturers at 
General Card, and yet we all distribute it. We buy merchandise 
and put it in our line, and offer it to our dealers. We also manufacture 
an exclusive line. 

You might say we are fish and fowl in this instance. We are 
representative of the industry generally. Our operation is represent- 
ative. 

Mr. Roprson. I asked the question because I had the impression 
that a great many of the large operators were primarily distributors 
of cards, or such merchandise. 

Mr. Forp. In some cases that is correct. A part of their line is 
distributed, just as in our case. 

Mr. Doran, who follows me, will perhaps be able to give you more 
information on that. He is a larger operator than General Card. 

Mr. Roseson. When you have an individual who gets your sample 
kit, sells it and sends you the $4, then what happens? 

Mr. Forp. When he sells? He pays for the kit and sends in an 
order? 

Mr. Ropeson. Yes. 

Mr. Forp. We fill the order and return it to him, and he is in busi- 
ness. We assume he is going to continue selling. 

Mr. Rozeson. However, you don’t send him any more cards unless 
he orders ? 

Mr. Forp. That is right, sir. 

Mr. Ropgson. I believe that is all. 

Mr. Forp. That is our object. 

The Cuamman. Mr. Fascell? 

Mr. Fascetu. The unsolicited part of it is strictly on followup kits; 
is that right ? 

Mr. Foro. Yes, I believe that is right. 

Mr. Fascetu. The $4 loss you are talking about on these kits, where 
no selling is pursued, is reflected in net profit, is it not? You talk about 
a $4 loss per sample kit, but it is still reflected in the total net profits? 

Mr. Forp. It is a cost of doing business, but the point I was making 
there was that you couldn’t do business selling kits alone. 
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Mr. Fascetx. I understand. In other words, it is something that 
you have to take into consideration ? 

Mr. Forp. That is right. 

Mr. Fasceiyt. What is your opinion on the idea of classing the mail- 
ing of unsolicited or unordered merchandise as a privilege and requir- 
ing the issuance of a license, if there were no other thing attached to 
it in the way of a fee, except maybe the necessary administrative 
nominal fee just for the processing of the application ? 

Mr. Forp. Of course, I would have to consider that. I heard it for 
the first time today. We are legitimate business. 

Mr. Fascetxt. You have nothing to fear? 

Mr. Forp. No. 

Mr. Fascetit. You would be perfectly willing, would you not, to 
submit your application to the scrutiny of the Post Office Department, 
or anybody else, and your entire operation from the standpoint of 
sending unsolicited merchandise through the mails? 

Mr. Forp. That is right, sir. 

Mr. Fascetx. So at least from that standpoint, you would have no 
objection ? 

Mr. Forp. No, no objection from that standpoint. I mean, maybe 
there may be mechanics involved that are hard to visualize at this 
moment which would be an impediment. 

Mr. Fasceiy. I can understand your reservation in that regard. <As- 
suming a legitimate operator is making an application, he would be 
licensed forever, as long as he maintained thse standards you are 
talking about. Do you think that would be helpful in your industry / 

Mr. Forp. Let me say that this way: We are just as anxious to 
stamp out the illegimate element in this thing as the Post Office De- 
partment and this subcommittee, because as we mail on approval, it 
puts us in a bad light, and when such legislation is cancion. it could 
affect our business, which is substantial, so we are just as anxious as 
we can be to see that this thing is stamped out. 

Mr. Fascetx. In other words, there is a logical possibility that by 
requiring preinvestigation—let’s put it this way—that you would not 
hurt the desirable elements of your business, but we could stamp out 
the undesirable elements, if there are any ? 

Mr. Forp. Yes. 

Mr. Fascexi. That is all. 

The Cuatrman. Mr. Ford, how much do you make in your company 
of third-class mail? 

Mr. Forp. Congressman Dowdy, we buy mailing lists in addition 
to advertising, a qualified list of people who are interested in or have 
expressed an interest in a part-time opportunity making extra money. 

We solicit these people through the mail. Last fall my company 
mailed over a million pieces through third-class mail. This was noth- 
ing more than a sales letter telling them of the opportunity, an open 
letter describing the opportunity, and if they were interested, there 
was a card which they returned requesting a sample kit so that they 
could sell our cards. 

The Cuarrman. In other words, where you use third-class mail, it is 
purely advertisement of your business ? 

Mr. Forp. That is right. It is just like buying an ad, you might 
say, in a qualified magazine. 
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The Cuarmrman. Mr. Rees, do you have a question ? 

Mr. Rees. When you send out a million, how many returns do you 
get? What percentage, I mean. 

Mr. Forp. I don’t know these figures offhand, but I would hope to 
get 3 percent, or perhaps 3% percent ; ; maybe 214. It would depend 
on the time of the mailing, ‘and many elements. In other words, we 
would hope for the return of perhaps 3,000. 

Mr. Rees. What I would like to ask you is this: You start out by 
putting an ad in the paper, do you not, in some publications, adv ertis- 
ing your company and soliciting salesmen ? 

Is that right? You call them dealers in your discussion here, but 
most of them are individuals, as you suggested, who work part time, 
isn’t that who they are , really? 

Mr. Forp. That is right. 

Mr. Rees. That is whom you meant when you referred to them 
as dealers? 

Mr. Forp. Yes, sir. 

Mr. Rers. They are not storekeepers? 

Mr. Forp. No. 

Mr. Rees. You don’t sell to people who run shops, particularly / 

Mr. Forp. We may, but we would not know it. 

Mr. Rees. You don’t depend upon that for your business? 

Mr. Forpv. No; they might write in as an individual. 

Mr. Rees. Yes; when this person replies to you and says he wants a 
kit, as you call it, that is your only.real investment, isn’t it? I mean 
by that, the only chance you take is whether you get your money for 
that kit; isn’t that right / 

aes Forp. Y es, but, of course, there is an initial cost there of $4 to 

ret the inquiry. 

Mr, Rees. Yes; if that man does not pay you the $4, what action do 
you take? 

Mr. Forp. We are talking about 30 percent of those who reply. 

Mr. Res. What about the 30 percent? What doyoudo? Joe Blow 
doesn’t do anything. You send him this kit that you say is worth $s, 
but he pays $4 for it; is that right? 

Mr. Forp. Yes. 

Mr. Rees. What do you do about that $4? 

Mr. Forp. We send a pep letter, or a promotion letter later in the 
month, or the month after, telling him that this is the time to sell, and 
that he is missing an opportunity; he should take the cards out and 
make the money he needs for Christmas, and so on and so forth. 

Generally, we attach a “P.S.” to the letter reminding him that the 
samples are unpaid and suggesting that he send in a payment with 
his first order. 

Mr. Rees. And if he does not do it, what then / 

Mr. Forp. We again, perhaps 2 weeks or 3 weeks later, send him 
another letter of the same nature, a reminder. I would Jike to say 
at this point, Congressman Rees, that our company, as a matter of 
policy, does not believe that you can collect and sell at the same time, 
We refrain from trying to collect. 

I mean, we take the positive attitude. We would rather have the 
dealer sel] until the last gun is fired. We continue to encourage him 
to sell. 
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Mr. Rees. I am just trying to find out how far you go in trying to 
collect that $4 if he doesn’t send it to you. That is what I am trying 
to determine, if I can. 

Mr. Forp. I would suggest this, Congressman Rees: That Mr. Do- 
ran, who follows me, and has nruch-mere experience than I in the busi- 
ness, perhaps could answer your question in greater detail. 

Our policy at General Card is not to collect and sell at the same 
time. We make no effort to take off the velvet gloves, as it were, and 
go after the collection, such as the letters that were read here yester- 
day. We don’t even know how to write those letters. 

The Cuatrman. To pursue that question, maybe you have a file or 
some samples of those letters that you send out. How many letters 
do you write in followup in case you haven’t heard from a recipient 
of the kit? 

Mr. Forp. I would say, depending on our program, 3 or 4, per- 
haps 5. 

The CHatrMan. Could you give us samples of those five letters ? 

Mr. Forp. Yes, sir. 

The CHarrman. That would probably get the information. 

Mr. Rees. Yes, because I have seen some of your advertising, and 
it is quite attractive. There is nothing wrong about it. Some of it 
goes to some poor crippled folks. I know one person who sells your 
merchandise who just makes‘every effort he can, as you suggest; and 
then you get these nice letters about how well they have done. 

However, on the other hand, it is rather pitiful for some poor boy— 
and I know one of them, maybe not from your company, but another 
one—who gets letters that threaten him and tell him if he doesn’t get 
that $4, or whatever it is, like they said yesterday, he is liable for a 
lawsuit. 

Of course, you don’t want a lawsuit, you tell him, because it hurts 
his credit and standing in the community, and things like that. That 
is what I am trying to find out; just how far you go in that respect, 
if you just don’t get your $4. 

Mr. Forp. We, at General Card, do not send out that type of letter. 
It is true that in the industry, occasionally that is used. It is not a 
question of whether it is perhaps legal or not, but I think it is largely 
a question of whether it is good business to send out this type of letter. 

Mr. Rees. I agree with you. 

Mr. Forpv. We don’t believe it is. I think that others, too, feel the 
same way. 

Mrs. Sr. Groree. Mr. Ford, do I understand, then, that you send 
these 5 or 6 pep letters to the people who are delinquent in their pay- 
ment of $4 and that at the end of that time, if they still do not pay, 
you just wash the transaction up, or do you put it in the hands of a 
collection agency ? 

Mr. Forp. No; we wash it up. That is the cost of doing business. 

Mrs. Sr. Grorcr. You just decide that that is the end of the story’ 

Mr. Forp. Yes; that is right. 

The Cuarrman. Any other questions? 

Mr. Ceperserc. Just this: Do yeu consider the Christmas cards that 
are going through the mail unsohcited as one of your chief competi- 
tors today? 1am sure you are aware of the type that I mean, sent by 
legitimate charitable organizations and those whose charitable ac- 
tivities are questioned ? 
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Mr. Forp. Yes. I don’t. I mean this is my personal opinion. I 
don’t think that they are competing. I don’t feel that they are compe- 
tition to us. There is'a certain amount of it, but it seems as though the 
more everyone sells, the more we sell. The more we sell, the more 
everyone sells, 

We do not consider them competition any more than we consider the 
other greeting-card publishers who sell through stores, and so forth, 
competition. 

Mr. Cepersere. Isn’t it true if I receive 2 or 8 packages of unso- 
licited Christmas cards through the mail, I no longer become as good 
a prospect for one of your dealers as I might be if I hadn’t received 
any ? 

Mr. Forp. That is true. 

Mr. Crprerserc. So they are competitors with you in quite a sub- 
stantial way ? 

Mr. Forp. In a sense, yes, they are, but as I say, they haven’t hurt us. 

Mr. Crperserc. In other words, your business is growing better and 
better every year? 

Mr. Forp. That is right. 

Mr. Cepersera. That is all. 

The Cuarrman. Mr. Murray, do you have any questions? 

Mr. Murray. I have no questions. 

The Cuatrman. Thank you, Mr. Ford, and you will furnish those 
things to us that we mentioned during the time you have been here ? 

Mr. Forp. I have made notes here. You want a copy of our ad, and 
samples of the followup letters? 

The Cuatrman. That is right, the series of followup letters that you 
use, 

Mr. Forp. Yes, sir. 

The Cuarrman. If you will send them to the committee, we will get 
them in the record, if they will serve any purpose. 

Mr. Forp. Thank you, Mr. Chairman. 

(The letters referred to follow :) 

CHI0AG0 7, ILL., March 21, 1956. 
Congressman JOHN Dowpy, 


Chairman, Subcommittee on Postal Operations, 
House Building, Washington, D. C. 


Dear Mr. Dowpy: You'll recall that I testified before your committee on Feb- 
ruary 29, and at the time you requested that I send you samples of our follow ups. 

Enclosed you will find three samples, which typify the follow-ups we use to 
our dealers who have received on approval samples of our line. 

All our advertising in magazines is done in the fall, and as we do not have 
a copy of our ads here, we have written to one of the magazines which had our 
ad appearing in their October issue last year. As soon as we secure a copy of this 
ad, we'll send it on to you. 

Hope this will complete your files, and want to take this opportunity of thank- 
ing you for your courtesy to me whén I testified before your committee. It was 
a wonderful experience—more like a friendly visit—and I feel that your kind- 
ness as chairman of the committee went a long way toward helping me to relax. 

Thank you again—every good wish for the continued success of your Com- 
mittee. 

Cordially, 
GENERAL CARD COMPANY, 
VINCE Forp, 
Evecutive Vice President and General Manager. 
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’ Curcaeo, IL. 

DEAR FRIEND: We're not “stringing you” along, but we do wish you would tie 
this little string around your finger, so that you’ll remember to take prompt action 
on this little matter we want to bring to your attention. 

Time passes so quickly. Days pile into weeks and weeks into months. Yes, 
it’s hard to realize that it has been that long since you received your lovely and 
new 1955 spring kit from us. We're sorry to report that we haven't received 
payment for these samples, nor do we have a record of their having been 
returned to us. 

We think you'll agree with us that a good carpenter does a better job with 
his own tools, and a good cook bakes a better cake with her own pans, and that 
you will do a finer and more profitable job with General's outstanding line when 
you know that the samples are really and completely yours. 

Perhaps the balance still due on your samples is already in the mail on its 
way tous. In which case please disregard this notice. 

But if you have not as yet remitted for the amount due, we would be most 
erateful if you would take a few moments of your time to do it now. We know 
you would feel better for having taken care of it, and nothing would give us 
more pleasure than to mark up on your record those magic words: “paid up!” 

And we’ll tell you what we'll do. Although the regular sample payment of 
$6.35 is now due and payable, if you send us an order for $4.50 or more before 
May 11, 1955, we'll allow you to remit for your sample kit at the low price of 
$5.50—or a saving to you of 85 cents. If you don’t wish to take advantage of 
this offer, then we would appreciate your sample payment for $6.35 by return 
mail. So be sure to get your order for $4.50 or more and your sample remittance 
for $5.50 in before the expiration date of May 11, 1955. You'll save S85 cents 
if you do. 

Thanks for giving this matter your prompt attention. And may your new 
samples bring you bigger and more exciting earnings every week. The buying 
season for all occasion cards is in full swing; don't miss a day, or you'll be 
missing orders and profits. 

Cordially, 
GENERAL Carp Co., SAMPLING DIVISION. 


P. S.: Be sure to return this letter with your order and sample payment to get 
credit for the 85-cent savings. 


GENERAL Carp Co., 
Chicago 7, Ill. 

DEAR FRIEND: No doubt you’ve received the beautiful sample kit of Christmas 
eards you recently requested from us and have been thrilled by these high- 
quality lines. It’s Christmas cards such as these beautiful and eye-appealing 
designs that make it so easy for General Card dealers to outsell their competitors 
and set new sales records year after year. And speaking about your sample kit, 
I sincerely hope you took my advice and ordered your selection of Christmas and 
all-occasion box assortments—as I suggested in my letter that accompanied 
your sample kit. The two make-your-own sample offers I sent you are a won- 
derful way to choose the items you think you’ll have the most success with, and 
at rock bottom prices. 


AND NOW—HERE’S THE BIG SURPRISE I PROMISED YOU 


If you carefully read the letter you received with your samples, you know you 
are in for a surprise. Well, here are the details of the most sensational offer we 
have ever made to new customers of General Card. We call this promotion “the 
offer of the year,” because it has proved so successful with regular dealers. We 
want your personal card orders while there is still plenty of time to do them, 
and we’re willing to lay cash on the barrelhead to get those orders. This is what 
you do to win sums of cash of from 50 cents to ?????. For every 5 boxes (after 
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the minimum order of 5) of name-imprinted cards you order between now and 
the expiration date, we'll allow you a cash discount, as follows: 

Take a cash 

If the total of your order sheet is for— discount of 

I tienen aunntnnnn dh ibis ome $0. 50 
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HOW THE CASH DISCOUNT IS EARNED 


Your cash discount of 50 cents for every 5 boxes (after the minimum of 5 
boxes) you order before the deadline is an on-the-spot cash savings. By that we 
mean we allow you to deduct your cash discount from the amount of your order 
before you send in your order. For example, let us say your order totals 15 boxes 
of name-imprinted or no-name personal Christmas cards, and your regular whole- 
sale cost is $18. You immediately take off $1.50 (see schedule on reverse side) 
and send us $16.50 instead of the regular cost of $18. Thus you have actually 
earned a $1.50 cash discount and have added that amount to your normal profits. 
This method of paying you before you send in the order eliminates the cost and 
time involved in our mailing you our check after the order reaches us. 


IMPORTANT BULES 


In order that this generous cash-discount offer is handled as swiftly and eco- 
nomically as possible, we ask you to observe the following very important rules: 

1. The lowest number of boxes you can order at @me time is 5 boxes. 

2. Previous orders do not count. Please do not ask us for a cash discount on 
orders you may have sent in before receipt of this offer. 

3. Show the cash discount you are taking by writing in this amount under the 
total of your order and then subtracting it, leaving the net balance you are re- 
mitting for. 

4. This cash discount offer does not apply to sample payments, make-your-own 
sample orders, box assortment orders, or closeouts. It applies only to name-im- 
printed (no name boxes may be included) orders purchased from us at regular 
wholesale price. 

5. Your orders must be postmarked no later than 20 days after receipt of this 
offer. 

6. You may take advantage of this cash discount offer as many times as you 
wish, right up to the expiration date. But please send with your orders each 
time one of the cash-discount certificates found below. Extra certificates and 
order forms available on request. 


GET STARTED NOW ! 


Now, you have the details of the most thrilling offer we’ve ever made—a real 
chance to add many cash-discount dollars to your regular profits. Folks are now 
thinking of ordering their name-imprinted Christmas cards, and you'll certainly 
have no difficulty meeting the 5-box minimum. 

So act now to earn those big cash discounts. Remember, you may send in or- 
ders as you wish, right up to the expiration date, and still deduct spot cash, ac- 
cording to the schedule on the reverse side. This is truly a moneymaker, so be 
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sure to get your share of the cash discounts. Good luck and let’s see those orders 
roll in. 
Cordially, 
THE FOLKS At GENERAL. 
(See par. 6 above.) 


CasH DISscoUNT g CasH DiscouNT 3! CasH DIscouNtT 
CERTIFICATE a CERTIFICATE dp CERTIFICATE 
GENERAL CarD Co. ¢: GENERAL CarD Co. <=: GENERAL CarpD Co. 
a} a 
INQ S| INQ = | INQ 

a = | 
This offer expiresin ¢; This offerexpiresin = : This offer expires in 
20 days a! 20 days &! 20 days 


CuxnrIcago, ILL. 
Is ANYTHING HoLpINe You Back? 


Dear FRIEND: Several weeks ago, at your request, we sent you our valuable 
personal imprint sales kit so you could get off to a fast start making money 
with our wonderfully exclusive fall line. We were so anxious to see you get 
started right away that the kit was placed in the mail the very same day you 
asked for it. This kit cost us $6.25 when you received it. We also sent you a 
special deal, showing best sellers and a low-priced sample offer. 

You remember what our agreement was—you promised to try this pleasant 
spare-time business for 10 days to see how you liked it. Then you were going to 
show the samples to some of your friends and neighbors so you could find out 
for yourself what a big demand there is for our exclusive new personal Christmas 
cards, gift wraps, and the dozen of other wonderful gifts described in the catalog 
you received with the kit. 

If you have now decided you don’t want to pick up some of this easy money, 
then we expect you to return the kit as you promised. But we’d much rather 
have you keep it and start making money with it under our double profit plan. 
Here’s a good suggestion. Make just 5 calls on 5 of your friends and neighbors. 
Just follow the simple instructions in the little booklet, How To Turn Spare Time 
Into Cash—and Have Fun Doing It. Once you “break the ice,’ once you get 
a taste of the amount of extra money you can pick up this easy way, then you'll 
want to go ahead and keep on making this money every week. 

Maybe it wasn’t necessary to write to you at this time. Maybe your first order 
is already in the mail. If so, just throw this letter in the wastebasket. But if 
you havent’s already given our wonderful double profit plan a fair trial, please 
return the enclosed post card to me right away. This will tell us just what 
you plan to do. You don’t need a stamp to mail the card and we'll know just 
what we can count on from you in the future. 

Sincerely yours, 
HELEN HARLEY, 
Service Consultant, General Card Co. 


P. S.: Want a valuable tip that’s worth at least five personal orders to you 
the very first day you try it? Remember the summer early order plan I sent you 
a few days after you received your sales kit? Well, this amazing offer is putting 
many new dealers on the road to extra money galore. Folks who have given this 
olan an honest chance have found it to be the door opener to their success as 
wreeting card dealers. Now ask yourself this important question—Have you 
given the summer early plan a fair trial? If your answer is “No,” then I urge 
you to put it to work for you without any further delay. Every woman loves a 
bargain, and the summer early order plan is every inch just about the best 
greeting card bargain around. So why don’t you do this: call on 5 of your 
neighbors and friends and tell them about the 20 percent additional personal 

‘hristmas cards you can give without extra cost. Once you’ve done that simple 
ching and have gotten their orders—you, too, are well on the way to success. 
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Dear Miss Harter: I have checked the box that tells you what my situation 

is as of today. 

[] Please check your order department. I sent my first orders on 
Shee Ok. (date). 

[} I have just “broken the ice” as you can see from the enclosed orders. 

CJ I haven’t had enough time to get started, but you can count on getting my first 

P Orage? tec tater tome oo et a oe ed (date). 

[} I have given careful thought and study to your proposition and have now 
decided not to go ahead with it. Therefore, I am returning your sales kit, 
including your catalog, as I promised. 


The CuarrMan. We will now hear from Mr. Doran. 


STATEMENT OF THOMAS DORAN, PRESIDENT, THOMAS DORAN C0., 
INC., WHITE PLAINS, N. Y. 


Mr. Doran. My name is Thomas Doran. I am president of the 
Thomas Doran Co., Inc., White Plains, N. Y., whose business is the 
manufacture and sale of greeting cards. The company’s sales are 
made mainly through direct-sales dealers to the ultimate user. These 
dealers are independent businessmen and women. 

A previous witness, speaking on behalf of the direct-sales greeting- 
card industry, has outlined the direct-sales dealer method of dis- 
tributing the industry’s products. He has described how the manu- 
facturer and the direct-sales dealer become associated and the respon- 
sibilities of each. 

He has told of the manufacturer-dealer relationship and the wide 
scope of the industry’s operations. He has drawn attention to the 
very real and constructive place the industry has in the social and 
economic life of the people of the United States. 

On the basis of the information which has already been presented to 
this subcommittee, I feel you will agree that the direct-sales greeting- 
card industry’s type of operation, while substantial and detailed, is 
an essentially simple and straightforward story of individual free 
enterprise so typical of America. 

Perhaps the part of the industry’s operation in which you have 
the greatest degree of interest, and which probably merits further 
elaboration, so you may have the clearest possible understanding of 
the industry, is the manufacturer-dealer relationship. 

My own company, one of the large components of the direct-sales 

reeting-card industry, has some 300,000 direct-sales dealers selling 
its products, mostly on a part-time basis. Those dealers constitute 
a representative cross-section of the people of America—young, old, 
and middle-aged; the sound of body and the physically handicapped ; 
those whose budget for daily living needs is strained and those in the 
upper income levels; leaders in religious, educational, and civic ac- 
tivities of the community; and those who perhaps have neither the 
time, opportunity or ability to play the more prominent roles. 

The prosperity and growth of the direct-sales greeting-card in- 
dustry is dependent to a major degree on the success of each of the 
direct-sales dealers. Unless the dealers prosper and remain with the 


industry to sell its products for a reasonable period of time, the 
manufacturer cannot prosper. 
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Therefore, as a matter of practical good business, entirely apart 
from the natural desire, the manufacturer does everything somibis to 
stimulate, retain and develop the individual sales dealer’s continuing 
interest in the industry and earning good profits through the sale 
of greeting cards. 

It would be the sheerest form of business folly to treat the dealer 
with anything other than the most scrupulous fairness, for the ob- 
taining of new dealers to keep the industry’s sales force staffed, is 
costly, as has been pointed out. Poor public and dealer relations 
would bring the law of diminishing returns into play in a very short 
time. 

As in other businesses, success varies with individual initiative, in- 
dustry, and capabilities. These govern the individual degree of profit 
and progress. Many, many individuals who began as direct-sales 
dealers through replying to one of my company’s advertisements for 
dealers now have prospering and growing greeting-card distribution 
businesses of their own, employing a number of people and having 
a substantial group of direct sales part-time dealers. The same is 
true of other companies like mine in the industry. 

If I may be pardoned a personal reference, perhaps my own expe- 
rience may help you better understand what direct selling of greeting 
cards has meant and means to so many people. 

When I was a younger man, I became seriously ill. There was no 
possibility of financial help from my family. I had no resources of 
money beyond my small savings. Those were soon exhausted. I 
became a public charge. My convalescence and eventual cure required 
several years. Finally released from the hospital, I faced the prob- 
lem of earning my living. I had no job to return to, nor had I any 
special skill, training, or education to aid in getting that essential job. 
T had an abhorrence, like so many others, of charity or public relief. 

So I became an independent businessman selling greeting cards 
door-to-door. Today, happily, my business provides employment for 
several thousands of men and women. But more important and of 
even greater personal satisfaction, I feel, is that I am able to help so 
many thousands of other people achieve their objectives, maintain 
their self-respect and independence, as I did, through their individual 
effort as greeting-card direct-sales dealers. 

My personal experience is not an unusual example, except perhaps 
that most of the other generally similar instances vary in degree. It is 
a matter of degree alone, not a difference in principle or basic ac- 
complishment. 

The postal service of the United States is an integral part—an indis- 
pensable pert ot the direct-sales greeting-card industry. We are as 
jealous of the good reputation of the postal service as we are of our 
own. We condemn as heartily as you do any practice by mailers or 
others which would impair or adversely affect in any way the service 
the Post Office Department renders to all the people of the United 
States. 

The direct-sales greeting-card industry, which I and the proceding 
witness have the honor to represent before you here today, is anxious 
to work with you in any way you can use our services to curb abuses 
of the postal service. 
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I must confess we had a natural concern before coming to Washing- 
_ to appear before you that a regulation or legislation might we 1] 
be adopted as a result of these hearings which would be so general in 
scope that the very base from which our industry has grown so stur- 
dily and with constant progress this past quarter century and more 
would be seriously endangered. 

Those advance fears were entirely without foundation. Having 
had the opportunity to observe y resterday the procedure in these hear- 
ings and the objective and judici ial approach which the committee has 
to the problems under review, I am ashamed of those fears bred of 
my own inexperience. There is no possibility of a “burning down of 
the house in order to get rid of a few rats.” 

Thank you, Mr. Chairman, and members of the committee, for your 
courtesy and understanding. 

I would just like, if I may, Mr. Chairman, to explain a little more 
about what I know about this business, because I was a dealer my- 
self one time for 2 years. When I got out of the hospital, I was w: alk- 
ing along and taking a little exercise in the morning about a half 
hour, and at night about a half hour, and I met a boy selling greeting 
cars door-to-door. He told me about it, and I started to sell them. 

It would have been months before I could have gone back to work 
and taken my old job, and naturally, because I did this door-to-door, 
I know exactly why these agents or dealers that we have, need samples 
sent on approval when they are good dealers, or when they become 
good customers. 

First of all, you have to send out samples to new ones that cost you 
$4 to get them even to write to you. Then, when you send them the 

samples, the samples cost you $8. A lot of them sell, 70 percent, which 
makes the money for the business. 

Then, when a year ends, if you couldn’t one out any more samples 
to them, and had to advertise all over again, or go after them again, 
you would never be able to stay in business, bee rause all of them want 
these samples. It is not something we are sending on approval for 
somebody to use. It is something we are sending on approval to peo- 
ple who are in business. 

They are little business people. I considered the day I started 
selling greeting cards door-to-door, taking orders, buying my own 

cards, and going door-to-door with them and selling them and getting 
money from them, that no one was giving me a salary. I was really 
in business for myself, and I was a small-business man. 

I am not the biggest today, but still our business is quite big, for- 
tunately. At that time, I would be very angry, and so would our 
dealers today, if we didn’t send them these samples after they did a 
big year’s work the year before. Our business now—anybody who has 
new items that will fit in our line will send them in because a year has 
passed and they have new ideas and they send the samples to us. 

Some of them don’t bill us for them, but soine of them do. Even as 
big as our business is today, they do that very thing. They have new 
things. Their artists are working on them. They are away in Chi- 

cago, Los Angeles, and all over. If they send us a bill, we may make 
au compl: 1int sometimes because we might not use a lot of them, but 
we do pay for some. 

Mr. Rees. Will you speak more slowly? You are making it diffi- 
cult for our reporter. 
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Mr. Doran. I have a habit of talking a little fast. 

Anyway, we expect these samples sent to us now. We would be 
very angry if these sources of supply wouldn’t send these things to 
us—we don’t know what they are—so we can see whether or not we 
want to sell them. 

If we don’t want them, we return them. If we want them, we keep 
them. If they have to be paid for, we pay for them, just exactly as 
we are doing with these smaller business people that are dealers, as 
we call them. 

We would not like to be stopped from sending samples to dealers 
that had sold over a certain amount. We don’t sell samples on ap- 
proval to dealers unless they have sold, I believe in our case it is over 
$25. I am not sure of that. Below that it is not worth sending a 
sample to them, but it is worth sending a letter to all of these below 
$25 sales the previous year so that they ean send back a business 
reply card to us. 

They already know us because they sold last year, or they had 

samples and paid for them, or returned them. There are enough of 
them out of 1,000, or 50,000 or 20,000—whatever the number may ; be— 
who will send back and become "good dealers the next year. 

A lot of them the year before didn’t sell because they got samples 
late. It was the first year they answered the ad and they couldn’t sell. 
It was a late. A lot of them, for many reasons, don’t sell much the 
first year. It is possible they may have axidea to three different 
companies and they don’t like ours, so next year they want to see 
ours again. 

Maybe ours is going to be better next year than the ones they got 
from General Card, let’s say, the year before. If they don’t pay for 
the sample or return the sample, then they don’t get anything, but if 
they return the sample, out of the volume of them that we have who 
will return it, or pay for it, and sell less than $25, we do find that 
we can get a lot of new ones that will be wonderful the next year 
for the reasons I mentioned before. I started on this and I got well 
from it. 

I was very ill, and starting the business and being an agent like one 
of these agents gave me a real interest in getting around, and as I 
sold people so many boxes of greeting cards and bought more of them, 
it got even easier. The doctor ~had told me I should only walk one-half 
hour in the morning and a half hour at night. 

I found that was as much as I would walk when I had nothing to do, 
because I was worrying about going back to my job and thinking I 
would never be well enough to go back. I got so interested I could 
walk for 4 hours and wouldn’t get tired any more, just because I was 
interested in doing something and was now making my own living 
again and working. 

It was wonderful. We have thousands of people. Two of the big- 
gest men in this business are in wheelchairs today and _ got started 
almost: ex: actly, I think, the way I did. In our particular business, we 
don’t feel in sending these boxes to these little business people or 
dealers, after they have established themselves as salespeople, and 
since so many of them want them, that it is on Spent at all, any 


more than it would be on approval for some source of supply that we 
have in our big business to send us something new to see whether or 
not we wanted it. 
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We think it is altogether different. They are in the sales business. 
They are busimess people. 

I am sorry I took so much time, but I would certainly be glad to 
answer any questions anybody would like to ask. 

The Cuatrman. The kind of business that you speak of is actually, 
if it has a connection with the thing that we were particularly inter- 
ested in, that connection is very slight, as each of you have explained 
your operations. 

I might ask you the same question Congressman Rees asked of 
Mr. Ford about your followup on people who don’t return and don’t 
pay for the boxes they receive. What is the practice of your company 
in that respect ¢ 

Mr. Doran. This practice is similar in every company, but some of 
them don’t go as far as others. 

It is very similar in most cases, yet a little different. We send what 
we call a pep letter. Let’s assume that the samples all went out in July. 

After Labor Day, everyone has returned from vacation, and that 
is the best time in the whole world to sell Christmas cards. Ninety 
percent of the Christmas cards are yet to be sold. We send a general 
pep letter and we get as close to the percentage as we possible can of 
being right. 

The whole thought is when they come back, if they have set the 

sample on the shelf, or put it someplace and forgotten about it, it will 
remind them to get them going. 

At the end of the letter we put: 

P. S8.: If for any reason you may be unable to realize sales or take orders for 
Cc sllonoan cards this year, please return the sample to us so that we can use it 
for someone else, or you can pay for it at the wholesale rate, which was explained 
in the original letter when we sent it to you— 
or words to that effect. 

That goes out and we assume it stimulates a lot of them to sell. A lot 
of people say it doesn’t do a bit of good, but we know that samples come 
back from those that possibly had no intention of selling that wouldn’t 
have though of sending them back right then, and many, many pay- 
ments come in. 

I believe more people pay for them, a lot more, than return them, 
because they are such good value. They get them at the wholesale 
rate. That takes in part of this 30 percent ‘that Mr. Ford mentioned. 

After about November 20, we send a similar letter out to those who 
haven’t shown any activity at all yet. No letters at all go to those who 
are active. Past experience has proven that it is useless. If they are 
active, writing them a letter doesn’t help them any more. 

They throw it in the waste can. A similar letter goes out around No- 
vember 20. This one states that it is still not too late, and that a big 
percentage of the cards—I don’t remember what we use—are still to be 
sold and that we fill orders up until December 10. 

Even imprint orders are imprinted so many hours after we receive 
the order. If there is any doubt in their minds, we want to clear it up 
that imprinting these things only take a little while. 

Again, at the bottom, we do the same thing again, asking them if they 
are not selling to please return the samples to us and then suggest 
if they want to keep them they can pay for them at the wholesale rate, 
which was the understanding actually when they wrote for them. 
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That is the way the ad reads. Then we go on from there and Christ- 
mas passes and there are still some who have paid no attention to either 
letters, and now we send them another letter telling them, maybe a 
little stiffer than the other one, that they should have returned ieee 
because our understanding was that they would either return them or 
pay for them with the first order, whichever came first, and that brings 
back a lot more. 

We also say in the letter that we know around Christmastime many 
things are overlooked and that they will take care of it right away. 
There again, that brings back more and reduces it some more. 

Then we go on and we send a little stiffer letter. You have to, in 
the mail-order business, write a letter as if you are talking to one indi- 
vidual, as if you have only one person selling for you. 

We state that our accountant has been looking over the accounts 
and he doesn’t think the person is going to return the cards at all, 
even though they agreed to do that. We go on to say that we don’t 
altogether agree with our accountant and that we still think they will 
do it. 

We try to praise them. I think he suggests in the letter if they 
don’t pay for them that we should turn it over to an attorney, so we 
go on to say we don’t agree with our accountant and that they just 
overlooked it, and that brings in an awful lot of them. 

Then as to those that request them, I have one of our request cards 
here which states that the cards are sent to them on approval, that is, 
they are free samples out of those sample displays, other boxes on 
approval, and it tells me on the card that they may return them to us 
at our expense within 30 days or pay for them within 30 days. That 
is the card they send to us. 

Then we send these—ones that have written in and requested, a 
lawyer letter, for the past 2 or 3 years, and I would like to go on 
record here and say that our lawyer letter was nothing as stiff as I 
heard here. It was just one and we dropped it at that. 

As I say, I would like to go on record and say I never liked that. 
One company did it for 2 years before we did. I didn’t like it, and 
yet it brought back a lot of money from a lot of Shee that had no 
intention of paying for them. We know from past experience that 
there is a small percentage of people that do that. Some of them 
send for 6 samples. We have one right now that sent in for 7, and 
another for 9, and they write their name in “Joe Doran” and the next 
one is “John Doran” bearing an address on the same street, and 
maybe there is one house in all the countr yside, and he gets all 7. 

By the way, we wrote to the Post Office Department and sent them 
the six. We already discovered that and this fellow couldn’t get 
another kit, but he is up to seven now under another name. Quite a 
lot of them do that, but not many in comparison to the volume of busi- 
ness we do and the hundreds of thousands of dealers that write in. 

Then you have others that don’t go that far, that take one from our 
company, and one from General Card, and one from the hundered 
other companies that are in this business, and never pay for any of 
them. Actually, they stay in business with them. They are the 
worst. 

Then you have a lot of others that really are careless. They don’t 
have a checking account or they neglect it and as soon as this ac- 
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countant’s letter comes along telling them that he thinks—he doesn’t 
say we are going to—we should turn it over to an attorney, it is 
amazing how that brings them in. 

I think it is not good business to have to do that, even though it is 
legal. I have always thought so and I have known companies, big 
ones, that did it for 2 years before I did that stopped that a year ago. 
I didn’t know until the other day they had stopped, but they stopped 
it themselves. 

They felt that it was bad for their business; it was better to take 
the loss. 

The CHarrMan. Mr. Fascell ? 

Mr. Fascett. Would you care to comment on the possibility that 
all unordered merchandise in your case be stamped “This parcel 
contains unordered merchandise” ? 

Mr. Doran. I think it wouldn’t do us any harm. I would like to 
have a chance to go over that. My first thought is that it wouldn’t 
do any harm. 

Mr. Fasceii. And it might help the Post Office Department ¢ 

Mr. Doran. Yes. That would mean that the Post Office Depart- 
ment would see it and that the recipient would have a chance to look 
on the package and see that it was unordered merchandise and could 
refuse itthen. I don’t think it would hurt one bit. 

Mr. Fascetzi. You consider third-class and fourth-class postage paid 
by your company as uncontrolled variable fixed cost / 

Mr. Doran. Third. 

Mr. Fascetu. And fourth. 

Mr. Doran. It is just an expense to your business. Is that what 
you mean ? 

Mr. Fascetu. Yes. 

Mr. Doran. Yes. 

Mr. Fascext. It is a fixed cost. In other words, you have no control 
over it? 

Mr. Doran. No; we do not. 

Mr. Fascety. Other costs you can manage with internal adminis- 
tration. 

Mr. Doran. We pay a million dollars to the Post Office. 

Mr. Fascetx. Can you tell us what the percentage of that cost is 
to your total cost ¢ 

Mr. Doran. The percentage of the postage bill ? 

Mr. Fascetn. Yes. 

Mr. Doran. I would have to tell you how much business I did now 
in front of a competitor. 

Mr. Fasceti. That is the reason I put it in percentages, rather than 
actual figures. 

Mr. Doran. I just told you we spent a million dollars, so he could 
attach that. I honestly couldn’t say right here, now, but I would be 
glad to send it to you. 

Mr. Forp. Perhaps if I answered that question, it would get Mr. 
Doran off the hook. We spent about 8 percent of our gross sales. In 
other words, 8 cents out of every dollar goes to the Post Office Depart- 
ment. 

Mr. Fascexy. Of course, that is not the figure I want, 8 percent of 
gross sales. I want percentage of cost of operation. 
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The CuarrmMan. The question being asked is: Of your total cost of 
operation, what percentage is represented by postage ¢ 

Mr. Doran. Of expense ? 

The CuarrMan. Yes. 

Mr. Doran. I would love to give you that. Would you like me to 
send it to you? 

Mr. Fascetu. I, for one, would be interested. 

The CHatrrMan. Yes. 

(The information referred to follows :) 


THOMAS DorAN Co., 
White Plains, N. Y., April 3, 1956. 
SUBCOMMITTEE ON Post OFFICE AND POSTAL OPERATIONS, 
House Office Building, Washington, D. C. 
DEAR Mr. JOHNSON: I hope that the information that you need from me will 
not be too late, and I also hope that it will be given to you the way you want 


it. To make doubly sure, we are giving you the information two ways, as 
follows: 


1. Percentage of postage costs to operating overhead cost for 1955 was 
0.2916 percent. 


2. Percentage of postage costs to the cost of production plus the operating 
overhead for 1955 was 0.0815 percent. 


If this is not exactly what you want, will you send me a wire or a letter. 
An immediate answer will be in the mail to you, should we hear from you 


again. 
Sincerely yours, 
THOMAS Doran, President. 

Mr. Ford, could you answer that question for your business, what 
percentage of the cost of doing business is postage ¢ 

Mr. Forp. No. That stuns me for the moment. I can give the 
answer after looking over our statement, but I stated it was 8 percent 
of sales. 

Mr. Doran. We employ in the rush season 1,500 people and right 
now we have about 1,000. It is difficult to have a figure like that. 

Mr. Fascety. Mr. Doran, do you feel like Mr. Ford does, that you 
have no competition from unsolicited Christmas cards or other greet- 
ing-card business ¢ 

Mr. Doran. The greeting-card business, I think, is like any other 
business. It breeds more and develops more business. It is an odd 
thing, but what happens i is that a person gets 3 boxes of cards from, 
lets’ say, the church, or 7 boxes. I know 1 lady got 7 boxes from vari- 
ous churches, and now she has so many cards she sends out a lot more 

cards because she has them, and, as a result, people that receive them 
buy more cards in order to send them back. 

Mr. Fascety. As a matter of fact, you consider that you have an 
unlimited field, only limited by the number of people in the country / 

Mr. Doran. So far. Itisstill growing very fast. 

Mr. Fasceti. What are your comments on the thought that per- 
haps it would be good business from the standpoint of both the in- 
dustry and the Government that all the ae of unsolicited merchan- 
dise would be classed in a privileged class somewhere and that in 
order to obtain that privilege they would have to file an application 
and be approved and pay a nominal processing charge / 

Mr. Doran. You mean as business people » would have to pay a fee 
to be able to—— 

Mr. Fascreiu. To use the mails to send unordered merchandise. 
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Mr. Doran. Well, if it was a couple of million dollars, I wouldn't 
like it, but if it was nominal and right, I wouldn’t see anything wrong 
with that. 

Mr. Fascexx. If the charge were only for the administrative work 
in processing the application or in handling whatever investigation 
was necessary to determine that you are an ethical business enterprise. 

Mr. Doran. I think we would welcome that. We think we would 
pass with flying colors. 

Mr. Fascetx. In other words, you don’t feel that would be an undue 
interference with your business ? 

Mr. Doran. I don’t think so. Right now I just can’t see that it 
would. 

Mr. Fascetz. That is all. 

The CuarrMan. Mrs. St. George ? 

Mrs. St. Grorce. No questions. You have given very good testi- 
mony. I enjoyed it. 

Mr. Doran. Thank you. 

The Cuarrman. Thank you for appearing. 

That finishes our list of witnesses today, and the subcommittee will 
be in adjournment until Friday morning at 10 o’clock. 

(Whereupon, at 11:55 a. m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Friday, March 2, 1956.) 
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FRIDAY, MARCH 2, 1956 


Howser or REPRESENTATIVES, 
ComMITTEE ON Post OFFICE AND CIVIL SERVICE, 
ScuBCOMMITTEE ON Post OFrrice AND PosTaL OPERATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m., Hon. John Dowdy (chairman) 
presiding. : 

Mr. Dowpy. The committee will come to order. We will continue 
the hearings which were recessed on Wednesday last. 

Before we call the first witness, I have a letter here with a request 
that it be inserted in the record. It has reference to obscene litera- 
ture. If there is no objection, it is so ordered. 

(The matter above referred to is as follows :) 


THE NATIONAL COUNCIL OF CATHOLIC MEN, 
Washington, D. C., February 29, 1956. 
Hon. Joun Downy, 
Chairman, Subcommittee on Postal Operations, 
House Office Building, Washington, D. C. 

DeAR CONGRESSMAN Downy: I was pleased to learn that your subcommittee 
is holding hearings which will consider in part the question of the use of the 
mails to distribute obscene literature. 

I am writing on behalf of the National Council of Catholic Men which is, as 
you may know, the national federation of Catholic men’s organizations in this 
country. We have long had a deep interest in the moral problems that have 
been created by the publication, distribution, and sale of indecent and obscene 
literature. We have become particularly alarmed in recent years by the in- 
creased use of the mailing privilege to sell and to distribute obscene pamphlets, 
magazines, books, and other publications. I think it is safe to say that at the 
present time there are few moral issues more disturbing to the mothers and 
fathers of our country than that posed by the easy availability of indecent 
and obscene matter. 

It strikes home most forcibly when they see their youngsters receiving, through 
the mails, literature offering obscene films, books, pictures, and other items for 
sale. Each week parents write us, bringing to our attention such material 
that has been sent to their home addressed to their children. Parents across 
the country have told us that they are almost defenseless against this type of 
distribution unless they daily intercept their children’s mail. These letters plead 
with us to do everything possible to prevent the mails from being used in this 
way. They refuse to be satisfied with the statement that the Post Office Depart- 
ment is powerless in so many instances to stop this abuse of the mailing privi- 
lege. I could cite case after case of the disturbed families in every State in 
this country—and even in Puerto Rico—who have sent me copies of the litera- 
ture their children are receiving. 

The Post Office Department, with whom we have worked very closely, have 
no doubt supplied you with samples of the kind of material I refer to. 

Your committee is, no doubt, familiar with the techniques many of these 
organizations use in connection with their mailing lists and no matter what 
these distributors of filth say, it is impossible to eliminate the names of minors. 
Every time that one of these distributors of obscene material sends out a mailing. 
my office is flooded with complaints and samples of their literature. 
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No amount of high oratory about civil liberties or freedom of speech or criticism 
of governmental censorship is going to influence the mothers and fathers of this 
country who are fighting a losing battle against juvenile delinquency, which de- 
linquency is aided and abetted by our own Government when the mails are 
permitted to be used for distribution of obscenity to children. 

How can parents protect the sanctity of their homes if our own mails are 
being used to deliver this kind of truly subversive literature to the doorsteps of 
America? You cannot tell the parents of America that obscenity and immorality 
are words you cannot define. They know it when they see it and so should every 
reasonable man. 


The National Council of Catholic Men and its 8,000 organizations representing 


Some 7,500,000 Catholic men, are seriously disturbed about this problem and 
strongly urge that not only should the Post Office Department’s present au- 
thority in these matters be continued but it should be strengthened and all loop- 
holes that exist in the present law be closed. 

I trust you will find it possible to incorporate the contents of this letter in the 
hearings your subcommittee is presently conducting. 

Cordially yours, 
MArtTIN H. Work, Eecutive Director. 

Mr. Dowpy. The first witness we have on the list for today is Mr. 
Abe Halperin, Standard International Library, 290 Broadway, Lyn- 
brook, N. Z. 


STATEMENT OF ABE HALPERIN, ACCOMPANIED BY SEYMOUR 
POST, STANDARD INTERNATIONAL LIBRARY, INC. 


Mr. Downy. Who is with you, Mr. Halperin ? 

Mr. Hauprertn. Mr. Seymour Post, my attorney. 

Mr. Dowpy. You may proceed. 

Mr. Havperin. This is the plan of procedure on Standard Interna- 
tional. An advertisement is run in newspapers and magazines offering 
the public an opportunity to receive without any cost volume 1 of the 
Standard International Encyclopedia. In the advertisement is dis- 
played the fact that this is a 20-volume set and that after receiving 
volume 1, the customer may notify us not to ship any of the remaining 
volumes in the set. The coupon which is signed by the customer asks 
that the complete set of encyclopedias be reserved for him and also 
explains that he can cancel his reservation after examining the volume 
1, if he does not desire any more volumes. The price of each volume 
is explained in the body of the advertisement and also in the coupon 
which the customer signs. 

With volume 1 of the encyclopedia, the customer receives descrip- 
tive material in which the customer’s attention is called to the fact that 
unless he writes us not to send any further volumes, he will receive 
the first of the books he is to pay for 2 weeks from that time. 

At about the same time a 1 is shipped, the customer receives 
a separate piece of mail advising that we have received his coupon, 
and that the volume he requested is going out in separate mail. 

Also with the mailing of the volume 1 is enclosed a card which 
the customer can use to notify us that he does not desire any more 
books. 

When we are about ready to ship volume 2 of the encyclopedia 
set, the eustomer is sent an advance letter telling him that the book 
is coming in the mail. 

Volume 2 is then shipped to the customer with an enclosure telling 
how he will receive the remaining volumes of his set, also an invoice. 
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Unless a customer pays for volume 2, he does not receive any more 
volumes. 

To those people who pay for volume 2, we send volumes 3 and 4, 
together with a letter reminding them about the next volumes 
in their set. When volumes 3 and 4 are paid for, we send the next 
volumes and continue this practice until they complete their set. 
Nothing else is sent them other than the books and invoices until they 
receive their last volumes at which time we congratulate them on 
being the owners of the complete set 

Our collection procedure consists of letters requesting either pay- 
ment or the return of the books (other than volume 1, which is not 
dunned for at any time.) 

Mr. Dowpy. The postal inspectors have had complaints about your 
method of operation. Have the Post Office inspectors ever contacted 
you with regard to any of those complaints? 

Mr. Havperin. No, sir; not to my knowledge. 

Mr. Dowpy. Then you were not advised there were ever any com- 
plaints made against the method of operation of your company ? 

Mr. Haurerin. No, Mr. Dowdy. 

Mr. Dowpy. Let me ask you this question: You do get complaints 
from people, don’t you, that you are dealing with or sending books to? 

Mr. Hatrertn. To a minimum, I would say. 

Mr. Downy. How do you handle them ? 
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Mr. Hatrrertn. We have a young lady who answers every piece of 
correspondence that come to us and in principle I would say that we 
acknowledge and satisfactorily complete each and every complaint 
that we receive. 

' Mr. Downy. When someone writes you that he doesn’t want any 
. more of this Standard International Encyclopedia, deluxe edition, 
| 


what action do you take there ? 

: Mr. Harrertn. None whatsoever. We discontinue sending mer- 
chandise to that customer. That is an absolute procedure with us. 
We do not continue to send the next volume to the customer unless she 
pays for the one volume. If there is complaint on her part and she 
would like to discontinue at any point, either volume 6 or volume 19, 
even, we do not force her to take the last book or any of the remain- 
ing books. 

Mr. Dowpy. I am sure I have seen your advertisement in the news- 
paper; if I have not, I have seen similar things. If I were to order the 
first of these books, which I believe you charge a dime for—— 

Mr. Havrerin. Nothing. 

Mr. Dowpy. Well, some of them do. 

Mr. Hatrertn. Yes, but we charge absolutely nothing; it is abso- 
lutely free. 

Mr. Downy. And then you send me the second book with a bill for 
$1.69 and I decide I do not want them, then you send me several duns 
and finally I will decide since you have sent this book that I will send 
you $1.69 and forget about it, and I write you in a letter that I am 
enclosing a check, but Ido not care for it. i am giving you $:.69 just 
to get it out of my hair. 

Then, if I understand what you have told us, you would send me the 
next two volumes? 

Mr. Havrerrn. That is not correct. 
Mr. Downy. Is that the procedure ? 
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I would like to explain the facts. No. 1, at 
no time must you pay for the volume sent to you. If you decide you 
don’t want this book and return those books, we call it quits. If you 
decide for one or a dozen reasons to pay for those books in your home 
that you have received, assuming you have received volume 2 and no- 
tify us you are canceling the remaining books, we do it. If we receive 
payment for volume 2, ‘with no further request on your part, we then 
would send you volume 3 and 4. But at no time do we send additional 
volumes if you made any request whatsoever to discontinue, either 
with payment or without payment. And when we dun you, assuming 
you did not pay for volume 2 as you got it, we ask you in that dun 
either to return volume 2, advise us that you do not want the set, or 
pay for volume 2. Our original advertisement, of course makes men- 
tion of the fact we are reserving the set for you if you sign this coupon 
for volume 1 and when we hear from you we take it for granted that 
we will keep sending the books to you as you pay for the preceding 
volume. And that is clearly stated in our advertising matter. 

Mr. Dowpy. Let me see if I can develop it a little further. How 
many dunning letters do you send out if I do not pay for volume 2 
when I get it? How many dunning letters would send me? 

Mr. Havrertn. I would say 3 or 4 or 5 times. 

Mr. Downy. And if at the end of the 3 or 4 times—your promise 
is to send a book every week, I believe- 

Mr. Hatrerry. Every 2 weeks. 

Mr. Downy. After I got 3 or 4 duns, say it would be 2 months that 
have passed since you sent me a book, and since you have not sent me 
one every 2 weeks and have quit sending them to me, thus abrogating 
the contract, say I then go ahead and pay this $1.69, would you start 
sending me the remaining books then ? 

Mr. Harrerin. If you had paid for volume 2—in fact, it makes 
little difference whether it is volume 6, or volume 2—yes, if we did 
not at that time find a request to discontinue, we would continue ; send- 
ing books to you. 

Mr. Dowpy. You would not write and ask whether or not the cus- 
tomer wanted the rest sent, whether he had paid for the first volume, 
or not? 

Mr. Haurrerinx. That is not the normal procedure, sir. 

Mr. Dowpy. Who in your organization would the postal inspector 
contact about complaints he had received ? 

Mr. Havrerrn. Either Mr. Gache or myself, or possibly our office 
manager, Mr. Hartman. 

Mr. Downy. The information we have about the nature of the com- 
plaints indicates that persons who once respond to these advertise- 
ments find it extremely difficult, if not impossible, to get these con- 
cerns to remove their names from their mailing list. Books followed 
by dunning and threatening letters continue to be received, even after 
repeated notices have been ‘sent to the company advising that the ad- 
dressee wishes to have them discontinued ? 

Mr. Haurerin. Are we specifically mentioned in there, Mr. Dowdy ? 

Mr. Dowpy. Yes. 

Mr. Haurertn. That is not our normal practice. 

Mr. Dowpy. You have more than just the encyclopedia I refer to, 
ado you not f 

Mr. Haurerin. 


Mr. Havperrn. No, sir. 





Yes, we publish other books. 
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Mr. Dowpy. You have the World Scope Family Library, Inc. ? 

Mr. Havrertn. Yes, we do have other books. 

Mr. Dowpy. The Book Distributors, Inc. ¢ 

Mr. Havrerin. That is correct. 

Mr. Dowpy. The Universal Club, Inc. é 

Mr. Havperrn. That is correct. 

Mr. Downy. Editorial Revision, Inc. 

Mr. Havrerin. That is correct. 

Mr. Downy. Do you under the name of World Scope Family Li- 
brary have a book you call Family Physician / 

Mr. Hatpertn. Yes, we do. 

Mr. Dowpy. Here is an example of the complaints received by the 
Department. It was last year that this letter was written: 

About a year ago around Christmas time— 
that would have been Christmas, 1954— 
the postman left a book at my home sent by a book company called the World 
Scope Family Library. The name of the book is the Family Physician. 

Ever since this company has been sending me a bill about once a month want- 
ing me to pay for the book which I did not order and did not want. 

Then it goes ahead and says they threatened to turn the matter 
over to the legal department and asks for help to get the matter 
cleared up. That was a letter from H. L. C arroll, of “Houston, Tex. 
I did not know it was so close to home. 

Was that complaint ever called to your attention ? 

Mr. Hawrertn. I would say no. But I can explain that specific 
type of complaint. That person, this particular customer, had 
ordered what we call the additional reference books, such as this 
Home Physician, with the option, if she does not want it, she can 
return it. And if she received any dunning material from us, in each 
letter we might have sent her, we would ask her either to return the 
book or pay for it as per her contractual agreement. She had origi- 
nally bought another set of encyclopedias that is sold through direct 
cloor-to-door canvass and in our original contract there is an option 
that we will notify her of any additional books that go out, such as 
the yearbook to keep her set of encyclopedias up to d: ate and : any other 
additional books that we notify her about a month in advance. And 
that is clearly outlined in her contractual obligation with the com- 
pany. We would notify her, if she doesn’t notify us not to send 
that, that we sent it to her at our cost. If she sent the book back pre- 
paid, or not prepaid, we would pay the postage and there would be 
no further claim made. Remember she has actually contracted for 
these books to come to her. 

Mr. Downy. I wonder if you would think it better to send out cou- 
pons and say “If you want this book, let us know,” rather than put- 
ting the burden on them to say “I do not want your book.’ 

Mr. Havrerty. We do that, sir. 

Mr. Dowpy. But in that case you did not. 

Mr. Haupertn. A month in advance we told her we were going to 
send it to her. May I bring this point out to clarify it? If we are 
coming out with a book 2 years from today. or 2 months from tod; ay, 
I do not know how we can deliver a coupon to that customer last year, 
in anticipation of what books we are going to publish in the ensuing 


year. 
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Mr. Downy. What I mean is, you are going to send her the book, 
so the individual does not have much option there. He has to take 
some action in order to keep from getting the book. 

Do not you think it would be better business practice to give them 
the option and to say “If you want the book, let me know,” instead 
of saying “If you do not want the book, let me know”? 

Mr. Hatperrn. I have made answer to that from this point: The 
public, and all of us, I find to be just a little basically lazy for one 
and a dozen reasons; on the other hand, we have good specific exam- 
ples where the customers contract for books and we have given them 
coupons good for the next 10 years for any book, and if the customer 
buys a set of encyclopedias, or whichever book it is that we publish, 
and where we might sell 100,000 yearbooks each year, and the pub- 
lisher in anticipation may only send it on beforehand to 5 percent that 
buy it and if we have, for one or a dozen reasons, missed sending it 
to somebody as a result of some clerical error we receive a barrage of 
mail “Why haven’t we received our yearbook, too?” It is in July of 
the year and they should have received the books on May 11 or 14. 
Therefore we have evolved a simple sort of notification that every 
customer of this yearbook gets in which we notify the customer they 
are not going to be notified right along; that we will send that year- 
book out very promptly in from 5 to 7 weeks, and enclosing a self- 
addressed return and all they have to do is to return it and we pay 
all of the postage and everything. 

I do not know how much further we can go. We are stuck between 
the devil and the deep blue sea. 

Mr. Dowpy. What made that come to my mind, I forget the name of 
the set of books that I had bought and paid for. The publisher said 
they would keep it up to date for 10 years with semiannual supple- 
ments. They issued that many coupons to me, and I would not have 
to pay anything further; but, if I did not send the coupon in, I did 
not get the supplement, even though I had already paid for it. 

It looks like it works in the opposite direction, where you expect 
money from it. This was not one of yours that I am talking about. 

Mr. Hatrertn. No; we do not work that way. 

Mrs. St. Grorcr. The thing I would like to clear up is, I think the 
whole thing hinges on whether this is actually unsolicited, or not. 
From the letter, the client evidently was not a very willing client. 
He states specifically he never ordered the book and did not want the 
book. Then how did he get it, is what I would like to get at. I think 
the whole thing hinges on that. 

I do not think there is any argument by a person who orders a book 
that they ought not to pay for it. But I think if they don’t order it, 
and I do know of some cases—not meaning you, but I certainly do 
know there are many cases where people receive unsolicited material 
and it is a perfect nuisance. 

Mr. Dowpy. As I understand, they get what amounts to a contingent 
order for whatever they want to send out, unless they countermand 
it on each individual book. 

Mrs. St. Groree. How many volumes are in this set of encyclo- 
pedias? 

Mr. Haurerr. In the set specifically referred to that is another 
set that we publish, and that is a 12-volume set and that she has bought 
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and paid for, and she also was looking for these yearbooks to keep her 
set up to date. With any encyclopdeia, we have a specific duty to 
those customers, if they so desire, to keep their sets up to date as 
quickly as we possibly can and so, as this woman ordered the set, or 
received the set and received the merchandise, all she has to do is to 
drop us a little postcard and we will never send her another book. 
If, they make the slightest complaint and if we received that com- 
plaint, I am sure we would have told her just to send the book back 
and we would take her off of the list. I do not know of any other 
practice. We pay the postage for the book and apologize if it was 
anything she did not ask for. I am talking now about my company. 
We do not send out unsolicited books, nor do we run them or threaten 
them with legal prosecution. We do ask them to return the mer- 
chandise and we will pay postage for the same. 

Mr. Dowpy. Here is another complaint that is a little bit different. 
It is from Ferguson, Mo., and this is also the World Scope Family 
Library, Inc. He states: 

They mail out notice that books will be sent if their card is not returned can- 
celing the reservation. I have mailed back their cards, but they send the books 
anyway. I paid for 1 or 2 books rather than go to the trouble and expense of 
mailing them back. These I asked them not to send, but they sent against my 
request. I have written them several times asking them to have their repre- 
sentative pick them up. Now they are sending these letters demanding payment. 

Mr. Havrerrn. It might be an error in the hundreds of thousands 
of our customers. I say generally that is not our practice. We have 
quite a mailing list and quite a library, and I would say of the millions 
of books sent out in the number of years, there might be an occasional 
slip. Otherwise the only answer I can give is that that is not our 
normal practice. In the magnitude of requests that would come in for 
a hundred million books, I would say that is an automatic procedure, 
that they are taken off of the list. For example, we have taken many 
people off of the list and let us assume for the sake of argument that 
the last time we did it was only recently. I bring this up for a par- 
ticular purpose. We have a list of about wehes people that have 
been taken off of that list during the last 4 or 5,6 or 8 years. Every 
so often we like to bring it up to date and we oe exactly as you just 
outlined to those people who originally made a request—we will now 
send out a piece of literature or descriptive material asking them to 
sign the enclosed card with payment and then send it back; because 
they made a request not to send books in advance as they come off the 
press. 

Mr. Downy. All of these complaints seem to be more or less alike. 
There is one particular one from a woman in California, stating she 
had written you that she had moved and had sent the books back 
before she moved, but they keep on sending them to her old address 
and she gets bills for them. 

Mr. Haurertn. She probably had not paid for the last one and 
never notified us of her nondesire, or the fact she has paid for the last 
book, or is returning the last book. 

Mr. Downy. She says she mailed the books back before she moved, 
and you are still sending the books. 

Mr. Harrertn. I would say these few complaints—I do not know 
the exact number of them—going back for the number of years in- 
volved, with possibly 2 or 3 million books mailed out, or more, I would 








SO UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


say we are not that perfect that we can take care of every single situa- 
tion; but generally, as close to 100 percent as we possibly can, we 
follow out that particular procedure. 

Mrs. St. Grorcr. You would be willing to state categorically that 
you do not send anything out that is unsolicited ¢ 

Mr. Hauprerrn. Correct. May I ask, Mrs. St. George, the exact 
meaning as you bring it forth of unsolicited books ? 

Mrs. St. Grorce. I mean you have got to have something in writing 
from an individual saying they want to see the volume before it is 
sent. 

Mr. Havperrn. In its original state we have. 

Mrs. St. Georce. That is the point. In other words, you don’t send 
me a book that I have never asked you to send me? 

Mr. Haurerin. Well that can wind out to a long explanation or 
understanding. 

Mrs. St. Groree. That is what I would like to get very clearly on 
the record, because I think that is the important thing. In other 
words, if you send me this original volume, which I take it is more or 
less an advertisement 

Mr. Hatrertn. Correct. 

Mrs. St. Grorce. And you hear nothing from me at all, what do you 
do then ? 

Mr. Harerin. As clearly outlined in this advertisement, if we don’t 
hear from you we will then send you volume 2, and this original adver- 
tisement is a coupon which they cut out and sign. 

Mrs. Sv. Grorer. Then I have signed that coupon. 

Mr. Harrerrn. Oh, yes; definitely. 

Mrs. Sr. Grorce. That is what I mean; that is what I am getting at. 
In other words, you have a statement in writing from me that I wanted 
to receive it. 

Mr. Harrerrn. Correct. 

Mrs. Sr. George. And then you send it. 

Mr. Haurerrn. Correct. 

Mrs. Sr. Grorce. And if you don’t get that statement in writing 
from me, then you do not send it? 

Mr. Harrertn. No; definitely. 

Mr. Dowpy. You are talking about this supplement. Their order 
is for a set of books. For instance, in this encyclopedia you have 20 
volumes, I believe your advertisement says. 

Mr. Harper. Yes. 

Mr. Downy. Let us take it that the man or woman has completely 
paid for the 20 volumes of books and that is all you have an order for. 
Now, then, whenever you go to issue a supplement to that, once a year 
or twice a year, what about that? 

Mr. Haurertn. We have notified them at their 16th volume, or 1 of 
the volumes, the 16th, 17th, or 18th, telling them about this family 
library or yearbook supplement service and outlining to them that we 
will notify them when we bring this book forth, and we will then send 
it to them and give them a chance to follow the same procedure as in 
the other instance. 

Mrs. St. Grorce. Then do they again have to sign a coupon notify- 
ing you they want to receive the volume? 

Mr. Hapertn. None at that time, since they are customers accept- 
ing the set of encyclopedia for the past 16 or 18 volumes, or for the 
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complete 20 volumes. And it is normal practice for the encyclopedia 
buyers to continue to expect to buy or get the supplements each year. 

Mr. Downy. So you send the books out—— 

Mr. Harrertn. With an announcement at least a month in advance, 
and all they have to do is to sign the cancellation item and we won't 
bother sending the book to them. 

Mr. Downy. But they do have to say “Don’t send it,” or you will 
send it ? 

Mr. Haurertn. That is correct. 

Mr. Downy. You say, then, that this complaint here from Mrs. 
Frank Wong, of Stoc kton, Calif., has not been called to your atten- 
tion? 

Mr. Hatrerin. Not personally. I am sorry, but personally I do not 
get these complaints. If they are anything in the nature of a letter of 
complaint, I would say generally that they are handled in the same 

way as an individual request of a customer. If there is anything 
beyond that, I would be notified. 

Mr. Dowpy. Then here is one from Mr. W. J. Boston, of Dallas, 
Tex., who says he wrote you several letters in an attempt to get his 
name off of your mailing list. 

That was not called to your attention by the inspector ? 

Mr. Harrertn. Mr. Dowdy, not by the inspector. It may have 
been called to the attention of somebody in the company but I know 
of no general or specific instance. That may have been sent to our 
generi al department and we may have handled it there. I do not 
know. 

I won’t actually say it was not called to our attention by the post- 
office inspector. 

Mr. Dowpy. And you do not know who it was that talked to the 
post-office inspector ? 

Mr. Harrerr. I do not know if this was handled or not handled. 
It would be automatically handled that way if this was sent to us. 
In other words, let us assume this complainant signed an order in the 
original form, and if we were notified by the post office, without even 
sending a formal complaint in, we would mail no more books. 

Mr. Downy. Here is one from John W. Bachman, of Lewistown, 
Pa.: You would have the same answer? 

Mr. Harperrin. Correct. 

Mr. Dowpy. And one from the Reverend J. Stuart Hydanus, of 
Inglewood, Calif., in reference to his wife’s trouble in getting books 
stopped. 

Mr. Havpertn. That would be the same answer. 

Mr. Downy. And Mr. P. W. Knaebel, of Rivera, Calif.; the same 
answer to that? 

Mr. Hauprertn. May I ask you a question ? 

Mr. Downy. Yes. 

Mr. Haxperrn. Are these complaints rather recent complaints / 

Mr. Dowpy. Last year. 

Mr. Hawpertn. To your best knowledge, have they been taken care 
of as of today, either their original complaint to us, or possibly by 
omission, commission, or something, at least after being notified by the 
post office that we had not taken care of those few ‘compl: lints you 
mentioned to us? 
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Mr. Dowpy. I am assuming after the post-office inspector called 
these to your attention they were taken care of. 

Mr. Haureerrx. That I would guarantee. 

Mr. Dowpy. I felt that was so. 

Now here is one from Fred H. Leykam, of Logan, W. Va. The most 
of these are from men who are writing in behalf of their wives’ in- 
ability to get books stopped. 

Mrs. Sr. Grorcr. Are your customers all women / 

Mr. Haurerin. No; I would say they split somewhere down the 
center. 

Mrs. St. George. I notice you refer to “her,” so I thought they were 
predominantly female. 

Mr. Hatprertn. In each case Mr. Dowdy seems to have those com- 
plaints from women. 

Mr. Downy. Here is one from Charles A. Johnson, of Plaiston, N. H. 
His statement is that he received a book and returned it as refused 
and that he had just gotten a letter from a lawyer, Josephine Diamond, 
of Brooklyn, N. Y., demanding payment. He says that since he or 
no member of his family ordered the book he wants to make complaint 
about it being sent to him and using the United States mails— 
to extort payment for something that I never ordered and which they, therefore, 
did not have authority to send through the United States mails addressed to me 
with the expectation of receiving payment. 

Also, he says that he returned it. 

You have not had that personally called to your attention ? 

Mr. Havpegrn. No, sir. 

Mr. Dowpy. And here is one from Mrs. Robert J. Baker of Windsor, 
Maine, stating they mailed them back at a cost of 28 cents apiece to 
do that, and she says: 

We do not seem able to convince them (the World Scope Family Library, 
Inc.) that we did it. 

That is written on the back of one of your letters they had received, 
and this letter says: 

Dear SUBSCRIBER: Our records indicate that the World Scope Family Library 
volumes that we recently sent you have neither been paid for or returned. 

Take advantage of this last opportunity offered you by the company by making 
a payment or returning the books to our office within 3 days, or it may become 
necessary for us to take other steps to close this account. 

We can both avoid further annoyance if you will take care of this small 
matter immediately so that we can Close our records. 

Within 3 days, mail your payment or return the books. 

Mr. Harrertn. That is one where there is literal proof where we 
asked three times that they either return the book or pay for it. 

Mr. Downy. She says here that as soon as they received the book it 
was returned. 

Mr. Havperitn. That might be, in terms of the millions of books 
sent out each year. This small volume of complaints can be errors, 
or mishandled, or misfiled; because over a period of time there may 
be two or three million books sent out or handled and I cannot guar- 
antee it; but if we got this letter from the subscriber, I guarantee it 
would have been taken care of. 

Mr. Downy. Now you send out how many letters of collection on 
each volume ?/ 

Mrs. St. Georcr. You said up to about five. 
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Mr. Hauperin. There are six before it goes to our legal department. 
Mr. Downy. In other words, your first letter to them is just a 
reminder that you sent the books and the great value they are and 
asking them or suggesting that they are books that “Your family will 
treasure all your lives” and so forth. 
Mr. Hauperrn. Yes. 
Mr. Downy. And the next one, of course, is where your auditors 
‘e Jumping on you because your customer has not paid. 
Mr. Haurerrn. That is correct. 
Mr. Dowpy. And you want to know something about it, and the 
next one tells them about their signed contract. That is the third 
letter in which you tell them about their signed contract and you 
cannot believe any honest person would not have done something 
about it by now. 
Mr. Hatrerin. I do not remember it exactly that way, Mr. Dowdy. 
Mr. Downy. You say: 


a 


I can’t believe that any honest person would try to make any attempt to get 
away without paying for books they received, particularly when it is not a 
complete set. 

Mr. Hauperin. You are referring to a letter by the Standard Inter- 
national Library ¢ 

Mr. Downy. Yes. That is what I have here. That is your third 
letter. 

Mr. Harrertn. May I see that, sir ? 

Mr. Dowpy. Yes, sir. 

Mr. Hauperin. (after examining). We do not use this letter in its 
complete form any longer. 

Mr. Dowpy. In the one you use now, you changed the middle part 
of that letter ? 

Mr. Havperin. Yes. 

Mr. Downy. When was that change made? 

Mr. Haurerty. That, I am sorry, I could not give you the exact 
time. I would say approximately within the last year or so. 

Mr. Downy. And then the next letter comes from your manager of 
the credit department. 

Mr. Haurertn. Mr. Dowdy, may I give you our present set? This 
is what we use now if you want to make a comparison [submitting]. 

Mr. Downy. Now we have gone through what—four? You have 
five now in that series; do you not? Anyway, the next letter follow- 
ing either 4 or 5 in the list you gave me—in the set you have just 
handed me there are 5—we may not have a complete set here; I have 
only four. But, anyway, after five of those letters of that sort then 
the president of the company writes a letter to the customer—that is 
the sixth letter that they get—in which you advise the customer that 
the credit manager advises you “he is ready to place your indebtedness 
in the hands of our legal department” and you say “I wish I could 
avoid this” and then it has a sales talk in the letter. 

Then, following that, there is a letter from the legal department 
with a red seal and that reads: 

We must demand that a remittance be received by us by return mail without 
fail. Neglecting this request will only mean one thing—legal proceedings. 

That is right? 

Mr. Hatperin. Yes, sir. 
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Mr. Downy. Then, there are 2 letters in your last list where for- 
merly you used 3 letters from your attorney ? 

Mr. Haurertn. Probably. 

Mr. Dowpy. Formerly you had a letter from your attorney to the 
customers stating that she had been requested to enter suit in the 
amount and she is making final request for payment ? 

Mr. Haurerr. Yes, sir. 

Mr. Dowpy. Now, the first letter from the attorney is to the effect 
that: 

If I do not hear from you by return mail, I will be forced to get in touch with 
an associate in your vicinity who will demand full payment of your account, 
plus any legal costs. 

[Is that right ? 

Mr. Havrertn. Yes, sir. 

Mr. Dowpy. That isthe one which you use now ? 

Mr. Havrerrn. Yes, sir. 

Mr. Dowpy. Apparently, the final letter from this attorney in 
Brooklyn states: 

Unless payment is received within the next few days, be prepared to answer 
an attorney in your local town who will use every method in his power to collect 
the amount due, plus legal costs. 

Mr. Harper. Yes, sir. 

Mr. Dowpy. And, she asks to be advised as to “what you intend 
to do,” and in caps: “It may save you much embarrassment.” 

Mr. Hatrertn. That is correct. 

Mr. Downy. Do you then turn the accounts over to some local 
attorney in the person’s hometown or vicinity to further pursue the 
matter? 

Mr. Havrerin. It probably depends upon the cost involved. If it 
is a three-volume delinquency, we may try to send another letter to 
the individual, or we possibly will drop the account. 

Mr. Dowpy. Do you pursue it to the extent of going to court? 

Mr. HAperrwn. No. 

Mr. Dowvy. In other words, you try to frighten them into paying 
the account ? 

Mr. Havrerrn. Yes; or to return the books. No; we do not go to 
court. We either try to collect for the books or ask them to return 
them. 

Mr. Downy. As long as you have hopes of getting the book back 
without going to court, you pursue that course ? 

Mr. Havperin. Tliat is correct. 

Mr. Dowpy. It would appear to me that, perhaps, you are spending 
more to get a book back than the book itself would be worth. 

Mr. Harrertn. We have considered that, too. 

Mrs. St. Georce. That is the course you usually follow ? 

Mr. Hatrrert. Yes, ma’am. 

Mr. Downy. Mrs. St. George, do you have any further questions? 

Mrs, Sr. Grorcr. No; I have no further questions, Mr. Chairman. 

Mr. Dowpy. Thank you. 

Mr. Havrrrr. I would like to summarize by saying that in all cases 
the original request is made by the customer and so stated in their 
origin: l coupon request. They have asked for a reservation for this 
set with complete details set forth in this ad as to what we expect to 
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do and what we expect them to do and that the reservation is made so 
that we do not fall behind or have any delays in the future or compli- 
cations in the future and that all during the entire communication we 
tell them that if we do not hear from them, we will continue to send 
the merchandise. 

Mr. Dowpy. In those ads which you use is not the dominant portion 
to the effect that you want to give them a free book ¢ 

Mr. Hatpertn. That is correct. 

Mr. Downy. The other part of the ad is more or less like reading the 
small print of an insurance policy; is it not? 

Mr. Ha.rerin. No, sir; definitely not. Would you like to see one, 
Mr. Dowdy ? 

Mr. Dowpy. If you have one available it might be well to have one 
in the record. 

Mr. Haurerin. Yes, sir; can I read to you what we say actually in 
this coupon ¢ 

Mr. Dowpy. I imagine we have that, but you can read it. It is 
not too long, is it ? 

Mr. Haurrrin. No,sir. [| Reading: | 

Please send me my gift Volume One of the new 1955 Standard International 
Encyclopedia, deluxe edition; also reserve the balance of the set in my name. 
After I examine the Volume One, I can cancel my reservation; otherwise, send 
me the remainder of the set, a volume a week, and I will pay within 5 days after 
receiving them at the rate of $1.89 plus 11 cents postage, and that is all. Volume 
One is mine to Keep in any case. 

They sign their name and address, as well as listing the city and 
State. 

AsI say, there isnosmall print. It is rather large. 

Mr. Dowpy. What I was thinking about was in comparison to the 
dominant portion of the ad which you wanted them to read. 

Mr. Hatrertn. Yes, sir. 

Mr. Downy. There is only one other thing which I might have 
developed earlier, but that is you promise to send a book a week, and 
then when you skip 3 or 4 months, whether or not a person would 
have the right to assume, “Well, this thing is over with, and I can 
pay this $1. 89 and get them out of my hair. 

When they do that, though, you then begin sending the books again ? 

Mr. Hanrerry. When they ‘send the $1.89, we have dozens of peo- 
ple who do pay for volume 2, and make a request to send no more 
volumes, and we do not send them any more volumes. There are thou- 
sands in that particular category over a period of time. 

Mr. Downy. Of course, the only thing that ever comes to the atten- 
tion of the Post Office Department is when people go to the trouble 
of making complaints to them, and I imagine you probably do not 
have, in comparison with the number of books you send out, a very 
high percentage of complaints. 

Mr. Harrerty. On the reverse. I can probably bring you a thou- 

sand letters of commendation and thanks for the services against one 
complaint which has probably been received. 

Mr. Dowpy. Thank you. 

Mr. Harrertn. Thank you, sir. 

Mr. Downy. One member of the committee staff told me that there 
was someone who made a request for permission to incorporate a 
statement into the record who is not on this list. 
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STATEMENT OF JOHN A. O'DONNELL, ACCOMPANIED BY ERNEST 
SHINE, REPRESENTING THE SOCIETY OF THE DIVINE WORD, 
CHICAGO, ILL. 


Mr. O’Donnety. Mr. Chairman, my name is John A. O'Donnell, 
and I am a lawyer here practicing in Washington. My colleague i is 
Earnest Shine, and between the two of us we represent the Society 
of the Divine Word in Chicago, III. 

We only heard of this hearing yesterday, and I would like to request 
that we be given an opportunity to present a statement on this matter. 
I assume that this hearing will be finished today ; is that correct ? 

Mr. Dowpy. Well, it will probably be recessed today. We will have 
additional hearings, "and if you would like to submit a statement, that 
is fine, or if you would rather appear, you can leave your name with 
the committee staff and we will be glad to have you appear in person. 

Mr. O’Donneti. How long will we have, Mr. Chairman ? 

Mr. Downy. Right now it appears that the full committee is going 
to be pretty busy during the month of March, but we will resume these 
hearings whenever we can and you will be notified. 

Mr. O’Donnewt. Thank you very much. We will work on a state- 
ment and I feel at this time that we will appear. 

Mr. Downy. Allright. We would like to have your statement about 
3 days ahead of the time when you will appear. 

Mr. O’Donnetx. Thank you very much. 

Mr. Downy. Or, as much earlier than 3 days before the time you 
plan to appear, if you wish to present it. 

Mr. O’Donnetxt. We will do that. Thank you very much, Mr. 
Chairman. 

Mr. Dowpy. Our next witness is Mr. M. J. Sutliff, who is president 
of the Greystone Corp., of New York City. 

Mr. Sutliff, we will be glad to hear your statement at this time. 


STATEMENT OF M. J. SUTLIFF, PRESIDENT, GREYSTONE CORP., 
NEW YORK CITY 


Mr. Sutiirr. Honorable chairman, I received this letter as president 
of the Greystone Corp. We have, as you probably know, several 
operations, and we did not know exactly what the specific complaint 
was, and I thought perhaps you wanted a general discussion on book 
clubs or record clubs, and I came prepared to give you all of the infor- 
mation that I have been able to gain over the last 30 years. 

Mr. Downy. We are interested in the method of your operations. 
You have heard the questions which we presented to the other witness, 
and know what we are interested in. 

Mr. Suruirr. Yes; indeed. 

Mr. Dowpy. We would be glad to have your statement. Have you 
filed a statement with the committee ? 

Mr. Suruirr. I said I had not, sir; because I didn’t know what spe- 
cific part you wanted me to touch upon. 

Mr. Dowpy. You may proceed. 

Mr. Sutiirr. I am very sorry that we do not have a prepared state- 
ment. 

Should I proceed, sir ? 

Mr. Downy. Yes. 
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Mr. Suturr. The Greystone Corp., of which I am a partner, and 
my partner, John Stephenson, operate several companies. 

The Greystone Corp. publishes, creates, and sells books for men, 
women, and children through the trade channels of normal bookstore, 
by mail, and by door-to-door canvassing throughout the United States. 

We sell children’s phonograph records through the same outlets, and 
we sell classical music through the same outlets. We sell the Ameri- 
can Record Society composed entirely of American composers through 
the same outlets. We sell art treasures of the world and courses in 
art appreciation throughout the entire United States. All of our 
operations are tended, and we hope we accomplish the purpose, of cre- 
ating a larger and wider appreciation and understanding of our three 
cultures, literature, music, and art. 

With that background, I will be very happy to explain the complete 
operation and leave with you a standard oflice procedure which we 
follow from the time someone clips a coupon from the advertisement, 
through the entire term of membership. 

I daresay there may have been many complaints. There certainly 
have been visits from postal inspectors and there have been letters 
from the Better Business Bureau. There have to be. That is espe- 
cially true in the mail-order business in spite of the fact that well over 
20 million families have joined book clubs since 1926 and that, mind 
you, was about half the families in America. However, there are 
still people who do not understand the book club method of signing 
a subscription form and agreeing to buy or not to buy a minimum or 
maximum number of books or records and who do not understand 
that advance notice form in spite of the fact, certainly, we try to have 
them understand it, because it is a loss to us to send a book or a phono- 
graph record which they do not wish to have. 

We have the expense of sending it out and the expense of getting 
it back. 

We have taken great precaution in that effort to eliminate these 
people who do not understand. I may clear it up: We give them the 
notification the minute they join as well as in the original advertise- 
ment informing them to please use the advance card. 

We happen to go much further, I believe, than any other club in 
that respect, because on the advance notice that we send out, we list 
their name and their address. We do that for two reasons: We do 
it, No. 1, because it helps us look up the account when this card comes 
back with a name on it, and secondly, it is easier for them to send it 
back. They do not have to sign anything, but just send it back. 

[ shall be glad to leave this entire procedure with you, if I may, so 
you can read it and follow it. I think it will give you, certainly, the 
best I could make up over many years’ experience, the procedure as 
to how our group operates. I will also have left all of the collection 
letters and all of the form letters. They answer every conceivable 
question that a subscriber to a club can ask. I would like to leave 
that with you, sir. 

I would also like to leave with you, if I may, the course in music 
appreciation, and in art appreciation, one of which goes out to our 
members very month whether or not they purchase an art portfolio. 
In fact, there are many thousands who say, “I do not want the port- 
folio next month, and I do not want your record next month, but send 
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me the art course.” I do not blame them, because it is a very good way 
to get the initial item. 

Mr. Downy. Those matters which you have listed will furnish us 
with an idea as to how you operate? 

Mr. Sutuirr. Yes, sir. 

Mrs. Sr. Grorce. Do they pay for these first ones? 

Mr. Suturrr. No, ma’am; they do not. This is all advertised free. 

Mrs. Sr. Grorcr. Is that sent by third-class mail 

Mr. Sutuirr. Yes; it is sent by third-class mail. I have said before, 
and I am sure you have many complaints, but for many years we have 
been members of the National Better Business Bureau. I felt very 
happy when a took us in because some companies get a lot of 
complaints. I asked them to send me a list of all of their city offices 
throughout the United States, and we notified all of those offices by 
letter over my name and said, “We operate the following companies, 
and any time you have any complaints, write to me.” 

Incidentally, I receive postal inspectors once in a while, but most 
of the time our general office manager receives the postal inspectors 
and from their casual examination of our operation, I can say that the 
New York City post office understands our problems because they 
certainly work sympathetically with us. 

Now, I will be very happy to answer your specific questions, sir. 

Mr. Dowpy. Apparently, in reference to your company, Art Treas- 
ures of the World is one of your operations ? 

Mr. Sururrr. Art Treasures is one of them. 

Mr. Dowpy. In sending out your bills, do you use one of these 
puncheard machines? 

Mr. Sururrr. No, sir. We have never been able to afford it, or 
understand the advantages of it. We have never had the IBM or the 
combination of Remington Rand or any of the others. We have gone 
into them a great deal, ‘but have never had them. 

Mr. Downy. I had a letter with reference to Art Treasures but it 
may involve another company. However, it does have the name of 
one of your operations. 

Mr. Suruirr. I am sure you have had complaints because 235,956 
people have joined Art Treasures of the World. I am sure you have 
had complaints. 

Mr. Downy. This particular one came to me from a man in my 
district and he said he had tried to stop receipt of the Art Treasures 
of the World and had written several letters yet they continued to 
be sent. He mentioned a card with punches in it, but stated that he 
had mutilated it. 

Mr. Suruirr. That happens to be a competitor, sir. 

Mr. Downy. He stated that he wrote on the card that he did not 
want them. 

Mr. Sururr. That is a competitor. These things are misunder- 
stood very easily. This competitor started operations about 6 months 
after we did. 

Mr. Downy. Yet he says he is still receiving them. 

Mr. Suruirr. No one is obligated to buy anything from Art Treas- 
ures of the World or Music ‘Treasures of the World. There are, per- 
haps, two and maybe there is some one other. There is no obligation 
to buy one thing. You can get your free record or your free art 
portfolio and you can stop tomorrow. 
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Mr. Downy. In other words, you do not require the buying of them 
for 4 months? 

Mr. Sutiirr. No; we do not require a commitment. We want to 
reach that large mass of America which really wants to learn and 
understand art and we have to make it easy for them to get into it. 
Everybody can read a book, but there is a lot of them who cannot 
understand a great painting or a great piece of music. So, there has 
never been a commitment in either Art Treasures of the World or in 
Music Treasures of the World. They can stop at any time. Since 
the year that Music Treasures of the World has been in business 599,- 
411 people are now getting classical music through the mail, but of 
course some of them have canceled—lots of them—actually, 185,000 
have canceled, and never bought a record. They said, “Send me this 
for 10 cents,” and they never bought a record. 

Mr. Dowpy. In talking about Music Treasures of the World, when 
you get beyond hillbilly music, it was over my head until I had paid 
for 12 years in piano lessons for my daughter, and got interested in 
the classical music, and it sounds pretty ood now. 

Mr. Suriirr. I do not think it got over your head. I think you 
chad to be led by the hand, as I had to be led by - hand. We had 
to have someone who told us how to appreciate it. I do not know art 
or music, but you can hire fine professors from colleges who can in- 
struct properly in those subjects. 

I use a from my own college. They write this material and they 
know it. I do not know it, but they can lead one by the hand and all 
of a sudden one can understand Bach and Brahms. We start out 
with Beethoven and Schubert and lead them up to the more difficult 
ones. 

Mr. Downy. I believe you said you would leave with us some of 
your advertising material ? 

Mr. Sutuirr. Yes, sir. I would like very much to leave those with 
the committee. I will not leave my two record cards, but I will leave 
all the advertisements and the samples. 

There is one thing which I woud like to say, sir, if I may, and do 
not know whether this has any bearing on this investigation, and I 
hope it does not, but I would like to read into the record, if I may, 
a letter which I received dated January 16, 1956, from one C hristo- 
pher Cohn, of Princeton, N.J.: 

GENTLEMEN: Attached find my payments of the amount requested in your 
last communication, also attached. 

Your firm has been the unwitting focus of an intense research project in the 
past year. Several students of this school have been using you as a trial case 
for research work, myself among them. In the event that this work is pub- 
lished, we shall be only too happy to send you a complimentary copy. Your 
assistance, be it unknowing, has been greatly appreciated not only by those 
making the report itself, but by our legal assistance and the Better Business 


‘Bureau of New York, both of whom are of considerable assistance in this 
endeavor. 

We trust that our work has not led to any permanent bad feelings. The only 
way in which we could obtain the information desired, the information about 
modern methods of credit buying and collection, was by actually purchasing 
your merchandise on credit and refusing payment. 

We found your company most friendly in the tone of your letters. At no time 
did the request for payment assume anything but the most diplomatic temper, 
even after you had been reported to the better-business bureau and-the Post 
Office Department. 
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We have, incidentally, retracted our complaints to these bodies and have asked 
that you be removed from any investigation listing. We will be happy to co- 
operate with your firm at any time you feel we can be of any assistance in any 
way, and we trust that we have not been an unnecessary burden upon your collec- 
tion department. 

The only thing we request is that you do not send any records. We have no 
phonograph. 

Well, that part of it is usual, but I do not know whether that has 
gotten into this investigation or not. But when I received your letter, 
Mr. Chairman, I immediately thought of this letter which was 
brought to my attention quite by accident, I might say, because I was 
away when it came in. 

Mr. Dowpy. The only one I have here on the desk, I think, is one 
from Mr. Robert M. Wallace, associate professor of English at the 
University of Alabama. He says: 

I call your attention to a threatened defamation of character transmitted 
through the United States mail from Music Treasures of the World, 100 Sixth 


Avenue, New York 13, N. Y., to me at 1715 Third Street, Tuscaloosa, Ala. (my 
home address). 


Mr. Sururr. 1715 Third Street, sir? 
Mr. Dowpy. Yes. This letter is dated July 29, 1955. 
He further writes: 


The threat is based on false statements which I had taken considerable pains 
to correct. Furthermore, it involved tampering with my ability to transact 
business through the United States mail. 

The details of the original operation are set down in the accompanying copy 
of a letter dated and mailed July 11, 1955, with copies as indicated. The John H. 
Cassidy named is a functionary of Music Treasures of the World. Perhaps I 
should say that if he exists, John H. Cassidy is represented as a functionary, for 
I have no substantial evidence that there is such a person; John H. Cassidy may 
be just a convenient fiction like Anne Page. 

I enclose in addition to the copy of my letter of July 11, the threatening notice 
from Music Treasures of the World. 

Because of the business combination either involved or implied in the name, 
the Mail Order Credit Reporting Association, because of the mendacity of the 
report, because of the threat of defamation of character, and because of the trans- 
action of these items of business through the United States mail, I shall appre- 
ciate your taking vigorous action to halt the company’s practices as they relate 
to the reported threat. 


That was addressed to the postal inspector in New York. 

Mr. Suturr. The name was “Wallace” ? 

He was a man who made the complaint, and he was a subscriber? 

Mr. Downy. Yes. 

Mr. Suruirr. I think you also mentioned someone that had some 
other name or something. 

Mr. Dowpy. John H. Cassidy. He was supposed to have been your 
collection man. 

Mr. Sutiirr. Yes, sir; I will be very happy to look that one up as 
we do all of them. 

Incidentally, the collection letters are in this volume from the Mail 
Order Credit Reporting Association, which is an established and 
legitimate collection organization, and the letters are not too threaten- 
ing. We get plenty of letters from people who say these are threaten- 
ing letters, but they overlook the fact that the have received a bill every 
month for 4 months. The letters get a little tougher as they go along 
for a span of 6 letters and then the 2 from the Mail Order Reporting 
Association which are used by practically all of the publishers, of 
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which my partner happens to be a member. They have elected officers 
every year. It is an association just about like the Publishers Guild. 

Mrs. Sr. Georer. Do you ever take these cases into court ¢ 

Mr. Suturr. In the first place, we do not use threatening letters any 
more. Weusedto. We would say “Your credit is going to be bad in 
town,” but the Post Office Department said, “Look, ‘boys, let’s stop it, 
and let’s get out of it.” The Post Office Department has cleaned up an 
awful lot of things. It has cleaned up an awful lot of things we 
used to have, and it is still legal to have a notice before suit, which was 
always a good collection item, and we would say “Advance notice 
before suit.” 

The Post Office Department said “Stop it,”and we said “All right; 
we will stop it.” Obviously, it would be silly to try to sue someone 
for $3.98. 

Mrs. St. Georee. That is what I would imagine. 

Mr. Sutiirr. We have had to limit it. Unfortunately—and this, 
again, is after 30 years of watching mail-order accounts—there are 8 
percent of the people who buy in the United States with the intent to 
defraud and who are not paying and the Post Office Department has 
many of them; with the assistance of the Post Office Department, we 
have put some of those people in jail. They are on several lists. For 
instance, they would be on an AA Book Club list or a Book of the 
Month C lub, as well as on ours, and as soon as we find someone who is 
defrauding us, we will call these other two companies and say “Look 
up Joe Jones and see if he is on the list.” 

We have to make provision for the fact that 8 percent of the mer- 
chandise we send out we will never get paid for and, unfortunately, 
we know where most of that comes from. After years of advertising 
we know if they use this periodical, you will get more than if you use 
another. 

We have our great newspapers as, for instance, the New York Times. 
It is the most successful mail-order method in the country, but they are 
very alert people and they know when they clip this newspaper coupon 
they do not have to buy anything. So, they clip the coupon and get 
their record and some of them may cancel the next day. That is all 

right. It is up to us to decide whether it is good business from the few 
who do not do that to continue advertising. There are many tricks 
in this business and we know what the public i isup to. Wetry to stay 
within the law. We have had a great deal of help from the Post Office 
Department and from the better business bureau. Howev er, we are 
not perfect. We have 365 girls, or 363 girls now, who are working on 
this. Their pay is not large. The begin at $37.50 a week for 37.5 
hours, and run up to maybe $60 or $80 and. obviously, they make errors. 
Many of them, for instance, are Puerto Ricans who have had ver y little 
training. You cannot possibly hire anyone in New York for $65 a 
week. We cannot get the help which we want. Sure, there are errors, 
but we do the best we can to clean them up. 


Mr. Downy. You would say that you write off 8 percent of this as a 
loss ? 


Mr. Suturr. Eight percent; yes. 


Mrs. St. Georce. I think that is very low as a loss for this kind of an 
enterprise. 
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Mr. Sutuirr. It is, but we have to figure that. You see, a phono- 
graph record costs you so much, or a work of art costssomuch. In the 
last few months we have been offering a series of courses in French, 
Spanish, German, and Italian, c: alled a living language course. We 
created those courses about 3 monthsago. I hada letter the other day 
from the better business bureau, addressed to Living Language, because 
I had forgotten to notify them about the course. They said “Who are 
you, and what is your business, and so forth?” I just wrote them back 
and said “That is another one of the Greystone operations.” 

These people want to learn these languages. I know we will have 
complaints somewhere. We are bound to, because they have been 
extremely successful in selling them in the last 3 months. They can 
buy a course for $ 39. 95 through the mail which previously cost $29.95. 

Mrs. St. Grorer. Do you use third-class mail for all of this? 

Mr. Sutiirr. We do not. We have to use first-class mail for about 
one-third of our collection efforts. 

Mrs. Str. Grorcr. What do you use in connection with these records ¢ 

Mr. SuTurrr. For the records, as I testified once before, the records 
are very expensive to mail because, unfortunately, our records do not 
enjoy the favorable classification that books do. So, the records cost 
an awful lot but, again, we have to pay it. We cannot pass it on to the 
consumer. A subscriber pays $2.98 for one of our records which costs 
48 cents to ship to California. You cannot put 48 cents on it. How- 
ever, we have arrived at a figure by taking the fifth zone, which re- 
quires 37 cents, and we bill the 37 cents. Obviously, we lose money on 
every one that goes beyond Chicago, the fifth zone. 

California, I believe, is very “well endowed with people who are 
te ested in fine music. There are magnificent symphonies in both 
San Francisco and Los Angeles. 

Mrs. St. Georce. Would legislation which would put these so-called 
educational records under the book rate be of : any value to you / 

Mr. Sutuirr. It would be of tremendous value to our customers. 
It would be, I would say, of almost equally tremendous value to us 
because we would not have to hire $40-a-week clerks who would tell 
us whether Tuscaloosa, Ala., is the sixth zone or whether El Paso, 
Tex., is in the seventh or eighth zone, or whether Des Moines, Iowa 
is in the fifth zone. In other words, they would all go in the same 
package at some uniform rate. That would be a tremendous help 
to us, and it would be a tremendous help to the public because they 
would get that record for 16 cents instead of 37 cents now. That is 
21 cents less money which would have to be paid, or about 7 percent 
less cost to them. 

I am sure we broke the record price in America, and there is no 
one who could say we didn’t. We came out and started advertising 
nationally our records at $2.98 when the Victor and Columbia records 
were selling for $5.95. However, after 16 months they dropped their 
price to $3.98 and now, Columbia has started their own club and I 
understand Victor will do it through retail. 

Last year I took a census which was not very difficult because I 

called the Book of the Month Club and found out how many records 
they ship and I called Music Masterworks and found out how many 
they shipped and of course I knew how many we shipped, but be- 
tween us we shipped 3,300,000 classical symphony records through 
the mail. 
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Mrs. St. Grorce. Annually ? 

Mr. Sutuirr. Yes,ma’am. We shipped, maybe, 30,000 pop records. 

Mrs. Sr. Georce. Annually / 

Mr. Suruirr. Yes, ma’am; last year. There will not be that many 
this year, I regret to say, because last year we were building. 

Mr. Downy. Mr. Rees, do you have any questions? 

Mr. Regs. Yes, Mr. Chairman. 

Mr. Sutliff, you operate under several names; do you not? 

Mr. Suriirr. We happen to own several companies, Mr. Rees. 
My partner and I have started in 1948 a corporation called the Grey- 
stone Corp. At that time I had left as executive vice president at 
Doubleday, and my partner had his own little business. He pre- 
viously was my assistant at Doubleday. In 1948 we started pub- 
lishing books for the home on how to knit, sew, crochet, and cook for 
the women, and how to hunt, fish, and take care of dogs and other 
things for men. Previously, I had started a book club called the 

Junior Literary Guild, a book club for boys and girls. In 1950 John 
Stephenson and myself started the Children’s Record Guild, the same 
thing for boys and girls’ records to teach them how to learn to appre- 
ciate and understand music and grow with music which consisted 
of activity records and educational records which happened to be 
used in some schools in every State in the Union. The Children’s 
Record Guild was a par tnership. 

There is another partnership named Sutliff & Seepenns, because 
we were employed as consultants. I was employed by a customer as 
their consultant to put their business in better condition in 1949. My 
partner was employed by someone else. So we had a partnership of 
Stuliff & Stephenson. 

In 1953 we started Art Treasures of the World. In 1954 we started 
Music Treasures of the World, and in 1955 we were asked by these 
good fathers who own the Catholic Digest magazine if we would start 
2 book forthem. So, we started the Catholic Digest Book Club. 

Mr. Rees. At their request ? 

Mr. Suviuirr. Yes, sir. 

Mr. Rees. They asked you to do that? 

Mr. Sutuirr. Yes, sir. It was done at their request. 

I believe they had seen enough of our knowledge of book clubs 
that I thought they came to a good decision when they came to us to 
ask us to do it. These operations are carried on under different com- 
pany names. They are now owned by Greystone. The Greystone 
Corp. from whom I received this letter, is in the publishing business. 

Mr. Rees. That is what I am getting at. 

Mr. Sutuirr. The Greystone Corp. just publishes books. 

Mr. Rees. You identified yourself, as I understand it, as president 
of the Greystone Corp. ? 

Mr. Suturr. I am chairman of the board, and have been for some 
years, of the Greystone Corp. 

Mr. Regs. But, you also have these other organizations? 

Mr. Suruirr. Yes, sir. 

Mr. Rees. I believe you have an interest in about 8 or 10 organiza- 
tions ? 

Mr. Suruirr. Yes, sir. 

Mr. Rees. You operate under those different names but where do 
these organizations operate from ? 
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Mr. Sututrr. They all operate from 20,000 square feet of space at 
100 Sixth Avenue, on the third floor. 

Mr. Rees. You use the same address but use different names? 

Mr. Sutiirr. Well, if you are selling a course on music apprecia- 
tion, you would use a musical name. If you are selling a course in art 
you use an art name. We sell children’s records, and it is named 
Children’s Record Guild. It is certainly a better name than Grey- 
stone Corp. 

All of them, however, are owned by my partner and myself. 

Mr. Rees. But, they are different organizations? 

Mr. Sutuirr. They are all different organizations; yes, sir. 

Mr. Rees. You said a while ago that you quit the idea of bringing 
suit because it just did not pay; is that right? 

Mr. Suturrr. No, sir; we did not. We never brought suit. I said 
we stopped the idea of sending an advance notice before draft. 

We have never used a draft, but the Post Office Department said 
even that was not good, and asked us to give it up, and we gave it up. 

Mr. Rees. What other public information media do you use in order 
to get customers, besides the New York Times ? 

Mr. Sutuirr. We spend about $3 million a year advertising in the 
national magazines and mailing about 10 million circulars at the 
United States post offices. 

Mr. Rees. Do you use selected lists which you usually buy from 
someone else ? 

Mr. Sutuirr. We rent lists from magazine subscription lists, book 
buyers’ list, and a who have qualified themselves as having 
bought something in the past, or people who are accustomed to getting 
something through the mail. That is important. 

Mr. Rees. Those are lists you buy from some company which rents 
them from some other company which has assembled those names as 
being prospective purchasers ? 

Mr. Sutvirr. They are not necessarily prospective. For instance, 
an organization which owns a list such as the National Wild Life 
Federation, says “We have a list of people who are interested in na- 
ture.” I say “All right; we have published a set of books called the 
Animal Kingdom, and we will use your list to offer them the Animal 
Kingdom publication.” 

Mr. Rees. You start out by writing a letter to this individual and 
enclose your literature ? 

Mr. Sutuirr. That is right. 

Mr. Rees. You also send along with that literature a blank or 
application ? 

Mr. Sutuirr. We send an order form so they can say : 

Send me this book or books on approval, and then I will pay you $1.95 and $3 
a month until I have paid for them all, or I will return them within a week 
or two, and that is it. 

Mr. Rees. If he does not return it, what is your next operation ? 

Mr. Suturrr. Then we start sending him a bill for his $1.95, his first 
payment, and you keep sending him bills for that in a series of collec- 
tion letters similar to these. 

Mr. Rees. Do you put the matter in the hands of a collection 
agency ? 
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Mr. Soututrr. When you get down through eight letters, then you 
go to the Mail Order Credit Reportin Association which is, as I said, 
a legitimate and established independent organization in New York, 
consisting most of book people. Then the customer gets two letters 
from the Mail Order Credit Reporting Association and if after then 
they have not paid, we go to a standard collection agency of which there 
are many in New York and we turn it over to them and they go 
after it. If they collect it, they give us 50 percent of what they 
collect. 

That is a standard procedure in the mail-order business, sir. 

Mr. Rees. About what percentage do you get on the first draft ? 

Mr. Suturr. About 67 percent. That comes in within the first 35 
days. Sixty-seven percent of your payments will come in during that 
period, and you will get about 20 percent the next month of the 
difference, which leaves you 33 percent left, and you get 20 percent of 
the 33 percent the next month and about 15 percent the next month, and 
you end up with about 12 percent that you never get. Then you turn it 
over to a collection agency, and he gets an average of about 4 percent, 
and you end up with never getting paid for 8 percent. 

Mr. Rees. You really use two ‘different kinds of collection agencies ; 
do you not? 

Mr. Sutuirr. Yes, sir; and if we could afford another one, we would 
use it. 

Mr. Rees. If the customer says he is going to return this mer- 
chandise to you, and that he does not want it, and will return it, he 
has to pay the postage ? 

Mr. Sutuirr. He does not have to pay it at all, and a lot of them 
are smart enough to send it by express and we have to pay it. 

Mr. Rees. I think that is all right. 

Mr. Sutttrr. I think that is all right for them, too. 

Mrs. St. Grorer. The express companies have to live. 

Mr. Suturr. A lot of them undoubtedly return it and we do not 
credit their account somehow or another, because we were not able to 
read the writing although they have returned it. A lot of them 
will write us and say “I have returned it; I know I have returned it.” 
However, if they will only write and say “we have returned your 
merchandise,” we will credit their account. 

Mr. Downy. These that go to the collection agency which you 
talked about involve cases where a person has actually ordered some- 
thing on approval ? 

Mr. Sutuirr. Everything Unless you want to place a different 
interpretation upon it, we sell nothing without a signed subscription. 

Mr. Downy. I am trying to distinguish between something where 
you send them an article every month—the ones you talked about 
sending out—where they pay $1.95 and $3 a month. That is where 
you send the stuff on a particular order ? 

Mr. Suturr. Yes, sir. We differ from a corporation. 

Mr. Rees. That is, as distinguished from your corporation? 

Mr. Suturr. Exactly. 

Mr.- Rees. Your club business goes to these collection agencies? 

_Mr. Surturrr. Yes, sir. Sure; the corporation gets into the collec- 
tion agency because I can give you a very fine example of that: I 
mentioned a while ago that at the suggestion of Fathers Bizzard 
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and Gales, who own the Catholic Digest magazine, that a year and 
a half ago we started a club called the Catholic Digest Book Club, and 
we started it on one condition, that they would select the books. We 
would have nothing to do with the editorials. However, after that 
it was our job. 

After the first 14 months there were 2,500 people who had not paid 
their bills out of 35,000 members put on the mailing list. 

Mr. Rees. Was that on a selective basis ? 

Mr. Suttrrr. I will follow this through. 

There were 35,000 members put on during a period of 14 months, 
but obviously, in over 35,000 some owed you money. So, you go back 
2 months and find that 28,000 have owed us long enough to have 
gotten the whole series of collection letters. I told Father Gales that 
I wanted to check those that we had written and could not get any 
answers from. There had gone through the Mail Order Credit Re- 
porting Association two letters, and there was still no answer. I said 
“T ought to turn these over to a collection agency—some outside 
agency—and let them collect it, and give you 50 percent of that which 
they collected.” 

Father Gales said, “No, do not do it because it might cause some 
reverberations in our magazine among the 800,000 people who like 
us.” He said, “Let me write them a collection letter,” and I said, 
“All right, you write the letter.” 

He wrote the collection letter and actually we printed it and sent 
it out for him, but he wrote it. He went away to South America or 
someplace the next day. I got a phone call from St. Paul saying, 
“Look, we had a hundred letters coming in from your subscribers 
today about complaints about money, what do we do with them?” 

I had told Father Gales we would get a lot of them. There were 
100 people replying the next day, of which 74 letters had payments 
in them. Seventy-four people paid the minute they got a letter from 
Father Gales, people whom we had written to for at least 8 months. 
I must say I knew that we would get a lot of them when Father wrote 
them. 

Mr. Dowpy. We might get this list of your companies in the record. 
Let us see if these are all of the companies or if there are others. 

You have Music Treasures of the World? 

Mr. Suruirr. Yes. 

Mr. Downy. Art Treasures of the World? 

Mr. Suruirr. Yes. 

Mr. Dowpy. And Children’s Record Guild, and Book Presentations 
of Greystone Publishers. 

Mr. Suruirr. We have abandoned that name. 

Mr. Dowpy. You have abandoned that name ? 

Mr. Suruirr. Yes, and we did away with Fiction Book Club, if you 
have that there. 

Mr. Dowpy. Executive Books ¢ 

Mr. Suriirr. Yes. 

Mr. Downy. Fiction Book Club? 

Mr. Suruirr. That has been abandoned. 

Mr. Downy. That has been eliminated ? 

Mr. Suture. Yes. 

Mr. Dowpy. Also Classic Record Club? 

Mr. Sutiirr. That is right. 
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Mr. Downy. You have that? 

Mr. Suruirr. Yes, sir, that has about 2,500 members in it. 

Mr. Dowpy. American Recording Society ‘ 

Mr. Sururr. That is right. 

Mr. Dowpy. And the Catholic Digest Book Club? 

Mr. Sutuirr. We have that and the Living Language Course. 

Mr. Dowpy. That is a new one; is it not? 

Mr. Sutuirr. Yes, sir; since the first of the year. 

Mr. Downy. I think I have the one in Spanish. 

Mr. Suriirr. I am sorry to hear that. 

Mr. Dowpy. It is interesting. 

Mr. Sutuirr. I go to Europe every spring myself, so I am studying 
the Spanish ones right now. 

I think that is all of them, sir; I am not sure. 

Yes, there is one left, Young People’s Records. 

Mr. Dowpy. Young People’s Records? 

Mr. Sutuirr. Yes, sir. I might say that if you look in your files 
you may find Young People’s Records—I do not know whether it was 
on the subversive list or not, but it was awfully close to it many years 
ago. My partner and I bought it in 1952, bought the records. I came 
here to testify about it; that is Young People’s Records at that time. 

Mr. Dowpy. Mr. Rees, do you have any more questions? 

Mr. Rees. No, I have no further questions. 

Mr. Dowpy. Mr. Cederberg ? 

Mr. Cepersera. No. 

Mr. Dowpy. Thank you very much, Mr, Sutliff. 

Mr. Suriirr. Thank you very much, Mr, Chairman and gentlemen 
of the committee. 

These I would like to leave for the record, if I may. 

Mr. Dowpy. Yes. 

Now, let us see, our next witness is Mr. Henry E. Harris, proprietor 
of H. E. Harris & Co., of Boston, Mass. We will also hear at this time 
Mr. Marvin W. Patric, representing the Jamestown Stamp Co., of 
Jamestown, N. Y. 

Mr. Harris. Mr. Robert L. Graham, our counsel, is appearing with 
me also, Mr. Chairman. 

Mr. Dowpy. You may proceed, gentlemen. 


STATEMENTS OF HENRY E. HARRIS, PROPRIETOR, H. E. HARRIS & 
CO., BOSTON MASS. (ACCOMPANIED BY ROBERT L. GRAHAM) ; 
AND MARVIN W. PATRIC, JAMESTOWN STAMP CO., JAMESTOWN, 
N. Y. 


Mr. Dowpy. Do you havea statement, Mr. Harris? 

Mr. Harris. Yes, sir. I think you have it right there, Mr. Chair- 
man. 

Mr. Granam. Mr. Chairman, Mr. Harris has asked that I read this 
statement for him. 

Mr. Downy. All right. 
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Mr. Grauam. This involves postage stamps, Mr. Chairman, the sale 
of postage stamps by the largest postage-stamp house in the entire 
world, H. E. Harris & Co., of Jamestown, N. Y. 


Boston, Mass., February 28, 1956. 


To: Committee on Post Office and Civil Service, Hon. John Dowdy, chairman, 
Old House Office Building, Washington, D. C. 


Subject : House Resolution 304, Section 5; Unsolicited Merchandise. 

Firm name: H. E. Harris & Co., Boston 17, Mass. 

Owner : Henry Ellis Harris, sole proprietor. 

Line of business : Postage stamps for collectors. 

Ustablished : Forty years ago, in 1916. See attached No. 1. 

Number of employees : 213. 

Status of firm: Largest postage stamp company in the world. 

Affiliations: Members in good standing, for more than a quarter of a century, 
of the Amreican Philatelic Society; Collectors Club of New York; American 
Stamp Dealers Association; and other leading philatelic organizations. 

Method of doing business: By mail; wholesale and retail; cash orders; approval 
selections of stamps, both solicited and unsolicited. 

Methods of obtaining customers: Advertising; stamp premium promotions. See 
attached No. 2 

Number of unsolicited approval selections mailed, 1955, 235,669. 

Reason: It is a service that is welcomed by the vast majority of stamp collectors. 

Contents of unsolicited selections: See attached No. 3 in committee files). 

(a) Accompanying letter states there is no obligation to buy. 

(b) Label, which is attached to face of each return envelope, reempha- 
sizes: “Please do not feel * * * that you are in any way obligated to make a 
purchase.” 

(c) Return self-addressed fully stamped envelope is enclosed with each 
sending. 

Collection program : 

(a) Two innocuous, inoffensive reminder notices. (See attached No. 4.) 
If neither of these produces results, the account is removed from our file 
and no further notices, nor correspondence of any kind, are sent out. 

(b) If customer claims nonreceipt of merchandise, or that he returned 
same, his word in either case is accepted by us without question. 

Number of unfavorable comments from recipients, entire year of 1955: Not 
recorded ; conservative estimate, far less than one in a thousand. 

Number of favorable comments and notes of thanks, entire year of 1955: Not 
recorded ; literally thousands. 

Complaints received from Post Office Department, 1955-56: None. 

Complaints received from chambers of commerce, civic organizations, better 
business bureaus, 1955-56: None. 

Suggestion : That the honorable committee appoint and authorize any representa- 
tive of its choice, for the following purpose: To visit our office; to remain as 
long as he chooses; to open any or all of our incoming mail; to examine con- 
tents thoroughly for complaints or anything else of a suspected unsatisfactory 
nature; and to retain such complaints (if any are found) in his possession, for 
delivery by him to the committee for examination. 

Respectfully submitted. 
H. E. Harris & Co., 
H. E. Harris, Sole Owner. 





| 
| 
) 


2 ee A He 


UNORDERED MERCHANDISE TRANSMITTED BY MAIL 99 


Philatelic Gossip 


“All that ite name implies," 


Vol. Ill. No. 1. SEPTEMBER, 1916. Whole No. 16. 


A Va. customer says: 
‘Very much pleased with your ap- 
provals and attractive prices. Any 
selections you send will be welcome.”’ 


I am daily sending out net priced 
approvals marked at 60 to 86% disc. 


To Intredece | offer pkt. of 10 stamps 
cat. over $2.00 with your’ ftiirst pur- 
ehase amounting to 50c. 


3751 Rei Rd. 
H. E. HARRIS, ni Beltiaste, Ma. 


PUBLISHED MONTHLY BY 
THE PRINTORIUM 


Printers - and - Publishers 
DENISON, KANSAS 
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Exciting Treasure Hunt! This big cloth bag 
contains over 1,000 genuime foreign postage 
stamps from more than 30 countries in far- 
away Africa, Asia, Europe, Australia, the 
South Seas, etc. Stamps are mostly still on 
paper, unpicked, unsorted, weighed out in 
bulk, just as received from foreign mis- 
sionaries, banks, ete. Nobody knows what’s 
inside! Worth 310.00 or more at Standard 
Catalog prices. Money-back so 
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ini isplaced - . Abeut one month ago we tent you an interesting selection of stamps ob 10 days’ approval— 

yom: eR Awe hope that you would ike to add some or afl of them to your collection. As yet, how 

original invoice—— Sewer; we have received neither your payment nor raturn of the stamps. Won't you please fe 
ee 2p teh eas: from. you by return. mail? Thank You, 
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IF YOUR RETURNS ARE ALREADY IN THE MAILS—PLEASE DISREGARD THIS NOTICE 
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>ro% About two months ago we sent you an interesting selection of stemps on 10 days’ approvel—- 
in the hope that you would ike fo add some or all of them to your collection. Our record: 
indigate, however, that you heve neither paid for norreturned these stemps—nor have wi 
received any reply to our previous reminder notice. Will you. please make your selection 
RIGHT NOW—so thet we can adjust ovr records?.... . Thank You. 
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if YOUR RETURNS ARE ALREADY IN THE MAILS—PLEASE DISREGARD THIS NOTICE 


READING, MASs., April 6, 1955, 
H. E. Harris & Co., 
Boston 17, Mass. 


DeaR Mr. Harris: This letter concerns your telephone inquiry of last week, 
and we are glad to submit the requested information, as follows: 

1. During the spring of 1952 and 1953, for 2 years running, you handled for 
us a stamp premium promotion involving our product, NuAce mounting corners. 

2. All of the individual orders came directly to you (Ace Stamp Club, Box 2, 
Boston 17, Mass.) and were mailed by you directly to our customers. 

3. In accordance with our mutual understanding and agreement, you were 
authorized and permitted to send an “approval selection” to each name. 

4. If my memory is correct, you filled and mailed nearly 75,000 individual 
orders for us, under the above arrangement. Only one complaint was received 
by us; and this was obviously due to a minor misunderstanding on the part of 
the customer, which you immediately cleared up to the satisfaction of everyone 
concerned. 

We were completely satisfied with the results of this premium promotion and 
with the manner in which it was handled by you. 

Yours sincerely, 
AcE ArT Co., 
W. F. Spurr, 
Sales Manager. 
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Genera Miiis (Canapa) L., 
Minneapolis, January 16, 1956. 

Mr. J. H. STREert, 

Re Shirley Cunningham, stamp offer 

Dear Mr. Street: Tom and I thought that it was about time to bring you up 
to date on our stamp offer. 

Our returns, to date, are over the 19,500 mark, with an average daily return 
being around 40. While this may seem small, in relation to your volume of 
business, it must be taken into account that on our very best days, with stamp 
offer on all cereals and half page comic ads in the 2 week-end papers, we had, 
at the very most, not quite 200 returns. The average being around 150, for 10 
working days, each day. At present, we have perhaps 1 cereal package in the 
East carrying the offer, with anywhere up to 3 in the West. I would therefore 
say that this is a premium that has retained amazing pulling power in view of 
the lack of push it is getting. When the offer was first made, Bob Spaeth did 
not, as I remember, expect it to go much over the 5,000 mark. Even last sum- 
mer, when we decided to continue it on into the fall, he did not think that we 
would go over 10,000. 

As you know, we agreed in advance that because of the lower price quoted 
by the Harris Co. for the stamp premium, they could use all of the resulting 
names for the purpose of sending out an approval selection. Nevertheless, we 
were somewhat worried about the final outcome of this procedure. 

It was a most pleasant surprise, therefore, that we have had less than 10 
complaints out of the nearly 20,000 selections of stamps they sent out. In each 
ease, we have made sure that the customer was happy, and entirely satisfied, 
at the final reckoning. The Harris Co’s main concern was to create goodwill 
for us and for themselves, with an eye to future dealings with the same people. 

While we did receive a few other complaints regarding the slowness of de- 
livery of the orders, this was not really of consequence as the delay was ex- 
plainable, and understandable. There were times when we could not get the 
orders processed here, when they should have been, plus the added difficulty of 
distance for the orders to travel to Harris and back to our customer. 

Both Mr. Harris and Mr. Hay have tried to do everything possible to make 
this a mutually beneficial offer. The promptness, the consideration and tact 
which they have shown have been most sincerely appreciated by us. 

Hope this information will be of interest to you. 

Sincerely, 


Mr. Downy. Mr. Patric, we will be glad to hear you at this time, sir. 

Mr. Parric. Thank you, Mr. Chairman. Weare all in the same line 
of business here and we can probably kill 2 birds with 1 stone by testi- 
fying together. 

Mr. Chairman, do you want me to follow the outline which I sent 
you? 

Mr. Downy. You may file it with the committee or you may briefly 
state your testimony if you can summarize it. 

Since it appears to be short, you may read it if you desire to. 

Mr. Patric. The Jamestown Stamp Co. was started in 1938. The 
function of this business is to supply stamps and related accessory 
items to collectors throughout the United States and Canada. 

We advertise in magazines and newspapers throughout the countr 
offering a special inducement packet of stamps to collectors who will 
become our approval customers. Upon receipt of their answers to our 
advertisements they are sent a low-priced selection of stamps and 
various catalogs and pieces of literature offering items for sale. We 
also include a small booklet introducing the Jamestown Stamp Co. to 
them and various pointers on how to properly go about collecting 
stamps for the maximum enjoyment of the hobby. 

Upon receipt of the first selection of stamps he may, if he wishes, 
purchase any or all of our approval selection. We ask, on the printed 









oe —_——— 








: 
. 
: 
| 
: 
| 
: 
| 
; 
d 
; 





UNORDERED MERCHANDISE TRANSMITTED BY MAIL 103 


invoice, that returns be made within a period of 10 days from receipt. 
This is the routine used by all stamp dealers who do business by mail 
and has been done this way for the past 60 years. 

We absolutely and unconditionally guarantee anything we sell on 
a money-back basis and at no time is a collector under obligation to 
buy from us. 

Our business is quite seasonal and the first 4 winter months of the 
year is our best business period. We employ from 40 to 60 people 
depending on the season. The volume of mail which we handle 
fluctuates according to the economic picture and according to the 
seasons. In 1955 we mailed out of our offices nearly 600,000 pieces of 
mail. This includes selections of stamps, parcel post, correspondence, 
and so forth. 

Included with our selections of approvals we do have premium 
coupons which we send out at a certain point to our regular customers. 
If the customer obtains permisison from fellow-collectors to send in 
their names to us the customer will receive a premium packet of stamps 
free of charge. However, we know that many of these friends are not 
actually contacted before the name was used and for this reason we 
consider them unsolicited approvals and send only a very small selec- 
tion with a return postpaid envelope enclosed for their convenience. 
We do not, at any time, send written letter duns to this type of cus- 
tomer. The only type of notice we send is a gentle reminder which 
states that we have not heard from him regarding the selection of 
approvals. ZO. 

One of our chief sources of trouble is in junveniles answering our 
advertisement and then putting the stamps in their albums or losing 
them and then when questioned about them telling the parents that 
they have never received them. The parents then, in turn, become 
indignant with us and hence every so often we receive a complaint. 

In the past many years I have talked to several postal inspectors 
while investigating claims against us and they have expressed com- 
plete surprise that we have so few complaints in relation to the volume 
of mail we send. In fact, we have rarely heard from a postal inspec- 
tor in the last 3 years for they are convinced that we are doing every- 
thing in our power to do the right thing in all cases. 

For example, in January of this year, 1956, we mailed out 36,741 
of these selections, and by actual count, as of Wednesday last, we 
received 54 complaints on this particular mail. Many of them were 
of the type mentioned above where nothing could be done about them 
anyway. 

ow, gentleman, I do not know just exactly what else you would 
like to know but I would be glad to answer any questions you may 
have, and to explain in detail anything you wish to know. 

Mr. Downy. Is not a great deal of your advertisement so displayed 
as to be particularly directed to minors? 

Mr. Parric. I do not really believe so now. 

I have some copies of our ads here. We spend more money on 
adult publications by far than we do on juvenile publications. We 
do use juvenile publications and I have copies of the various types 
of ads we use here, and I would say “no” to your question. For in- 
stanee, we are constantly in the New York Times every week with 
even as many as three ads a week, ads of various sizes from classi- 
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fied on up to display and in the various mechanical magazines and 
all of the leading large circulation newspapers. 

As far as juvenile publications are concerned, we use, Boy’s Life, 
and Seouting. Those are the two major ones, and occasionally we use 
the scholastic group of magazines, papers issued through the various 
schools. 

Mr. Downy. I am not saying that it is not good business. In 
getting to the youngsters, even though you may lose on them, you 
make stamp collectors out of them for you or for somebody else when 
they get ilies and have more money to spend on their collections. 
In fact, I collected stamps when I was a kid. If I had the time, I 
probably would do so now but I never find the time to do it. 

I notice you started in 1938. 

Mr. Parric. Yes, 1938 is when I formally started. 

Mr. Downy. That would have been after the time I was interested 
in —— collections but I think, perhaps, Mr. Harris’ company was 
one of them back in the days when I was interested. 

Mr. Harris. Yes, back in the Dark Ages. 

Mr. Downy. Seemingly the complaints which come in are mostly 
from parents where children have been sent approvals, where a child 
answers an ad looking for something free for a nominal sum, a 
nickel or a dime, and he sends for the stamps. 

I have not noticed those ads in recent years. It used to be that 
if you sent a 2-cent postage stamp, you would get a free offer. I do 
not know how you all got together but always those free offers con- 
oer the same stamps, regardless of what company you get them 

rom. 

Mr. Parric. I object. 


Mr. Downy. Apparently your trouble is in the case of the 8-, 10-, 


or 13-year-old children. When you get complaints in those cases, 
how do you handle them ? 

Mr. Parric. When we get complaints from the parents who are 
indignant about the matter, we immediately remove the name of 
the child from the file. It is usually the case of a juvenile, and it 
involves a very smal] selection and it does not pay us to try to collect 
for it anyway, and we just remove the name from the file. 

Sometimes there are extenuating circumstances where a parent or a 
youngster will return approvals without any invoice accompanying 
the return and without our return envelope with our name on it. 
They claim they returned it to us and we say they did not. On the 
question of the cheap selections, of returning them, if they do not 
come in, they are not charged up. 

Mr. Dowpy. You do not spend any additional money on postage and 
so forth, trying to collect for them ? 

Mr. Patric. Not in the case of a small sum, only in the case of estab- 
lished customers who decide that they cannot afford to buy them and 
that they would like to get them in another way. 

There is a point which I would like to bring up about juveniles. 
In Boy’s Life, for instance, they have a box which clearly states what 
the stamps are about and it tells them that they will receive approvals, 
and it cautions them to talk it over with their parents if they do not 
know what they are writing for. All of the way through, it is clearly 
stated in the order that approvals will be sent with the inducement 
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offer, and then the letter itself on the selection of the approvals clearly, 
in all cases, outlines what we expect, and that they are not obligated, 
that if they would like to buy, we would be glad to have them as a 
customer. 

Mr. Dowpy. These ads always talk about the free stamps first and 
the approvals are down at the bottom. I am not talking about you 
especially. 

Mr. Parrre. I think, Mr. Chairman, you know the answer to that 
one. 

Mr. Crverserc. How can you give $10 worth of stamps for 98 cents? 
A lot of these ads say, send us a certain amount of money and we will 
give you about five times as much value. 

Mr. Parric: I will defer to Mr. Harris on that. 

Mr. Granam. The answer is that the advertisements are for $10 
catalog worth. Since I happen to be secretary of the company that 
puts out the stamp catalog. I know that those are estimates as to the 
value of a stamp in reasonably good condition. 

These stamps may or may not be perfectly centered, or they may be 
without gum, or they may be a very common variety of stamp that we 
have to catalog for 2 cents, but actually you might be able to get 100 of 
them for 2 cents, 

Mr. Cepverzerc. You are not going to give away $10 for 98 cents ¢ 

Mr. Grauam. It is not $10 worth. It is $10 catalog worth. 

Mr. Ceperserc. Have you said that in your ad? 

Mr. Granam. Yes. 

The amateur probably would not understand it that way. 

Mr. Downy. I do not know what it is, but the point is, I think, prob- 
ably about a 2-cent value is as low as you have in the catalog. 

Mr. Granam. You will lose money if you handle a stamp at less than 
Zz cents. 

Mr. Downy. Although you may have a besich of stamps in your 
stock that you would be glad to sell for 25 cents a thousand if somebody 
would buy them. 

Mr. Granam. The catalogers handle that. I would rather have Mr. 
Harris talk about the actual worth of them. 

Mr. Harris. It would not be that low, let us say $1 a thousand or $2 
a thousand. 

Mr. Downy. Yes. 

Mr. Parric. There is one thing that I would like to say regarding 
this matter of inducement advertising which is that, wi thout exce p 
tion, every one of these free inducement offers are worth far more than 
any token payment they might make for our handling it. Some of the 
offers, for instance, that we give away free cost us thirty-some cents. 
Tn doing that, our hope is that we will make approval customers of 
them. 

Mr. Downy. Even though they do not cost you anything and you 
do not charge the recipients anything for them, getting the stamps to 
them costs you something. 

Mr. Parric. Yes; that is correct. 

Mr. Granam. And this catalog business means nothing except that 
they get a large variety of stamps with which to start a collection at 
very little cost, because of this special inducement offer. 

Mr. Dowpy. In connection with the stamps you send out, especially 
where you have the idea that there are minor children inv oly ed, do you 
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suggest to them in your letters that they talk the matter over with 
their parents or anything of that sort? 

Mr. Parric. Yes. We have suggested even going so far as lookin 
behind the radiator in the hall to find stamps, because we have had 
they bawled us out for sending them notices about them. I have some 
of those letters from the same people later saying, “We found your 
selection of stamps behind the radiator in the hall; here are your 
stamps.” We do even suggest that parents investigate various places 
where they might be. 

With regard to complaints: We all get complaints in the mail-order 
business when we handle a large volume of mail, but these actual 
complaints that have to do with indignant parents about not receiving 
the selections are less than 1 percent. In fact, they constitute a very 
small fraction of 1 percent of the total mail involved. It is far less 
than 1 percent, but less than 1 percent is a good general statement. 

Mr. eae May I add that the Harris Co. has a little bit more 
favorable record? ‘Their average is 1 complaint out of every 1,000 
solicitations. That is the record for 1955. On the other hand, the 
favorable comments go up into the thousands. 

Mr. Dowpy. How long has the Harris Co. been in business ? 

Mr. Granam. The Harris Co. went into business in 1916. It has 
been in business 40 years and it employs 213 employees. It is a member 
of American Philatelic Society, the Collectors’ Club of New York, the 
American Stamp Dealers’ Association, the Boston Better Business 
Bureau, the Boston Chamber of Commerce, and the National Chamber 
of Commerce. 

Our method of getting business is similar to that described by Mr. 
Patric, except it goes a step farther. We make contracts with various 
concerns such as cereal companies, and so forth, and if you send in a 
box top with 25 cents you get a package of stamps. 

Mr. Downy. Does that include approvals with it ? 

Mr. Granam. No. 

Mr. Harris. That comes later on. 

Mr. Granam. It does not then, but later on it is followed up with 
approval selections. 

Mr. Downy. That approval selection would be sent without request ? 

Mr. Granam. That is right; but bear in mind, if you will, Mr. 
Chairman, that all of these are accompanied by stamped envelopes in 
a very neat package like this, which bears this red label on the outside 
which says: 

I am sending herewith “on approval” as explained in my letter, a selection of 
stamps so attractive that I believe you will wish to add some or all of them to 
your collection. 

Please do not feel, however, that you are in any way obligated to make a pur- 
chase. All I ask is that you make returns (enclosing payment for any stamps 
you may wish to keep) within 10 days after you receive this selection. I am 
enclosing a stamped, addressed envelope so you can do this without cost or 
inconvenience. 

As to the followups on unsolicited approvals, no threats of suit or 
anything of that nature are made unless somebody buys a large lot 
of stamps at their own request and they do not pay for them. 

I would like to call your attention to the size of the stamp industry. 
I wonder if you realize that it is not a penny-ante business but a $100- 
million business annually. 

Mr. Downy. I knew that. 
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Mr. Granam. There are well over 15 million stamp collectors in 
this country, and the only way that they can really get an opportunity 
to see and actually feel and examine a postage stamp is through the 
approval business under a list and sending them out. 

For example, the American Stamp Dealers Association, according 
to Mr. Keller, the executive secretary, has branches in seven of the 
main cities. That is where the dealers collect. The people in the 
outlying districts never have an opportunity to see them unless they 
are reached by this method. 

Mrs. Str. Grorcr. Mr. Keller is a constituent of mine. I had a tele- 
phone call from him yesterday. He is in Chicago at the present time- 
and I thought maybe he would like to appear before the committee. 

Mr. Granam. I happen to be the attorney for the American Stamp 
Dealers Association so I will speak on his behalf, too. 

Mrs. St. Grorer. That is good. 

Mr. Downy. Here, again, it appears at least that the greater part 
of the complaints which have been put in the files are in relation 
to children. How does your company, Mr. Harris, handle those 
whenever some parent writes to you about a child who has purchased 
stamps ? 

Mr. Harris. We accept their word for it, whatever they say, or 
whatever the child says. Ifa child says he returned the stamps, even 
though we have no record of having received them, we take his account 
out of the file and that is the end of it. 

Mr. Dowpy. Occasionally someone mentions these things to me. 
When I am home, somebody will mention something to me about some 
stamp company writing to their child, and it is always a child. I do 
not recall any complaints otherwise. Of course, I can see how some- 
thing could be put into the mail and how it would result in a complaint 
from a collector but I have never run into any of those personally. 

In reviewing these complaints here, I do not recall any other than 
from parents of 8-, 10-, 12-, or 13-year-old children. 

Mr. Granam. We feel, referring now to the collectors because I 
happen to be a former president of the Collectors’ Club, and I am also 
vice chairman of the Philatelic Association, we feel that the basic 
hobby would be destroyed if it were not possible to build up new 
collectors. . 

I might say also that his is a very important means of getting them 
originally interested in philately by having stamps sent on approval. 
You cannot do it with catalog numbers because they do not know how 
- read them, and only 2 percent of the collectors have catalogs any- 

10W. 

So unless this approval business is conducted as both of these gentle- 
men do it in a reasonable way with their stamped envelopes and 
through these unsolicited approvals, it would have a very serious 
effect on a hobby which, in our opinion, is one of the great defenses 
we have against juvenile delinquency. 

You might be interested to know that the Chase Bank, for example, 
put questions on their questionnaires to clerks about what their hobbies 
are, and if they list among their hobbies stamp collecting, then they 
receive far more favorable attention, for the simple reason that they 
recognize them as people who will be orderly. They have to be if they 
properly classify and handle their stamps, and people who have 
acquired a certain amount of nianashtaed and historical education, 
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and at the same time, they are people who are puting their money and 
their time into a thing that is worthwhile rather than wasting their 
time on the streets. So, we hope nothing will be done to cause a de- 
parture from this method of handling stamps. 

Mr. Downy. Of course, it is not this committee’s intention to do 
anything except to try to "remedy conditions that have made it possi- 
ble for rackets to be going on through the mail. Even in legitimate 
business, you cannot help, incidentally, getting into some phases like 
this. 

I understand when yon send out stamp approvals without a re- 
quest, that you do not pursue the thing? 

Mr. Granam. Three letters are sent out, three form letters. 

Mr. HARRIs. Two letters. 

Mr. Granam. Two letters are sent out, and they are as nicely worded 
as al kena could be, such as: 

“Will you please make your selection so we can adjust our records ? 
We thank you. 

Or “Won't you please let us hear from you by return mail? Thank 
you.” 

There is no threat involved in it at all. 

Mr. Dowpy. There is one other question which Mr. Cederberg 
asked a while ago that I wondered about. 

I have not noticed recent advertisements but do you still say in your 
advertisements, “we will send $10 worth of catalog stamps for a 
dime,” or do you now say “100 stamps for a dime” ? 

Mr. Harris. It is done both ways, sir. 

Mr. Dowpy. It seems to me from memory, back 30 years ago, that 
all of them blew up a large catalog value. 

Mr. Granam. It is not a misrepresentation. It is a true statement 
of the catalog value. 

Mr. Dowpy. If you understand what that means, but I was just 
wondering if that particular practice is still used. 

Mr. Harris. The Federal Trade Commission, sir, ruled before the 
war that you could not use the words “catalog value” but you can use 
the words “catalog price” in your advertisements. 

Mrs. Sr. Grorer. Mr. Chairman, I am a little bit discouraged over 
this catalog situation. I know adults who show me their stamp col- 
lections and boast a little about the catalog value of their stamps. I 
am beginning to think that that is not a very reliable standard. 

Mr. Downy. Sometimes their worth means the value put on them by 
the catalogs. 

Mr. Granam. I think you will find, Mrs. St. George, that the cata- 
log value, as far as United States stamps are concerned, is an under- 
statement, and if your stamps are in good condition—I me: an, if one’s 
stamps are in good condition, that they can very readily bring a price 
which is higher than is listed in the catalog, and the purpose of that 
is to try to get a medium by which the foreign sales of United States 
stamps can ‘be gaged, because they sell more cheaply abroad than in 
the United States. 

Mr. Harris. That is, if they are sold to stamp dealers. 

Mr. Dowpy. Mr. Phillips, Mr. Zolyn, and Mr. Kip are here. We 
can meet again Monday to conclude the hearing or, if you gentlemen 
would like to file statements now, you can do so. Momentarily, we 
are probably going to have to go to the floor. 
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I would be willing to be governed by whatever you would like to do. 
Mr. Phillips, what would you like to do? 

Mr. Puiuies. I suggest that we file statements. 

Mr. Zotyn. I have a statement on file and that will be satisfactory. 

Mr. Dowpy. Mr. Kip? 

Mr. Krp. Mr. Chairman, in view of the nature of the presentation 
that I desire to make to the committee, I think I would be better off 
if I would be heard personally, rather than purely by statement. 

Mr. Downy. That is the reason I was asking here whether you want 
to meet Monday or not. Would Monday be a satisfactory date with 
you, or would you prefer next Wednesday ¢ 

Mr. Kre. I could probably stay over until Monday. 

Mr. Dowpy. All right, we will meet Monday at 10 o’clock. 

Mr. Kip. At 10 o’clock Monday 

Mr. Downy. Yes. 

Now, then, as far as any formality is concerned, the committee will 
be adjourned until Monday at 10 o’clock. 

(Thereupon, at 12:30 p. m., the subcommittee adjourned until Mon- 
day, March 5, 1956, at 10 a. m.) 
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MONDAY, MARCH 5, 1956 


House or REPRESENTATIVES, 
Commitree on Post Orrice AND Civin SERVICE, 
SUBCOMMITTEE ON Post Orrice AND Postat OPeratIons, 
Washington, D. C. 


The subcommittee met, pursuant to recess, in room 213, Old House 
Office Building, at 10 a. m., Hon. John Dowdy (chairman of the sub- 
committee), presiding. 

Present: Representatives Dowdy, Kilgore, St. George, Gubser, and 
Cederberg. 

The CHatrman. The subcommittee will come to order. 

We have one witness who asked to appear this morning, but before 
we go into that, Mr. Phillips, who represents Betty Phillips, Inc., 
asked that his statement be incorporated in the record which, without 
objection, will be done. 

In connection with that, for whatever it may be worth, we have at- 
tached to it certain complaints that have been received relative to 
Betty Phillips, Inc., which we would like also to incorporate imme- 
diately following Mr. Phillips’ statement. 

(The statement and letters are as follows:) 


STATEMENT OF WALTER P. PHILLIPS 


My name is Walter P. Phillips. I am president of Betty Phillips, Inc., 50 Hunt 
Street, Newton 58, Mass. 

My business is selling greeting cards by mail. I believe my business is gen- 
erally typical of millions of other small businesses of many kinds throughout 
the United States. And it is a kind of small business which is possible only 
under individual free enterprise so typically American. My business, which 
1 started back in 1920, is carried on with the assistance of 20 employees. 

The start of my business occurred in 1920 when I was rooming in a private 
home. The lady of the house received a box of Christmas cards in the mail and 
liked them. I like the box of cards and told her to send in my name to receive a 
box on approval. She also sent in the names of two other friends. We all be- 
came customers. This gave me the idea which became my business these past 
36 years. There must be thousands of other people who would like to purchase 
cards this easy way and avoid shopping in crowded stores in the Christmas rush. 

The idea was right. In about 10 days I had established a small mail-order 
business, dealing mainly at the start with friends and relatives. My business has 
never grown large, but it has been consistent and stable. My method of doing 
business has been enjoyed by many satisfied customers and their friends all over 
the United States. I even mail to Hawaii and Alaska where our type of Christ- 
mas cards are not usually available in the stores. Much of my business is with 
people in rural areas and the small communities. 


PRESENT BUSINESS 


Over 70 percent of my business is in dealing with regular customers, the 
majority of whom have filed with me a written request to receive a box of cards 
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each year, on approval, until further notice. These are standing orders. Many 
of my customers have been buying from me for upward of 20 years. Some have 
been my customers since 1920 when I started my business. 

About 30 percent—the balance—of my business is with friends of satisfied 
customers. 

The names of prospective new customers received from our satisfied customers 
are sent with the understanding these prospective customers will be sent mer- 
chandise equal in value to that our customers receive. In sending merchandise 
to these prospective customers, postage is enclosed for the return of the package 
in case the addressee does not desire to keep the merchandise. 

We have never used commercial mailing lists in sending our boxes of greeting 
ecards. 

Our business success, I believe, is evidence that our method of dealing with the 
buying public is sound and what we have to sell is good value in a competitive 
market. Sometimes some enthusiastic greeting-card customer may send us the 
name of a friend who has not seen the box or who does not want gretting cards 
at that particular time. Such occurrences can and do result in expressions of 
annoyance. It is unfortunate, but such things do happen. Our company has 
done business with about 5 million satisfied customers over a period of 36 years. 
This, we feel, is a good record. 

The Post Office Department does not prohibit the mailing of unsolicited mer- 
chandise, except in the case of cash on delivery and registered mail. The Post 
Office Department has never criticized my business methods. 

The National Better Business Bureau does not feel my type of business is not 
in the public interest. Nor does the chamber of commerce. My company is a 
member of both those organizations. My company is also a member of the 
National Association of Greeting Card Publishers and the National Association 
of Direct Selling Companies. We have a Dunn & Bradstreet listing. 

Ours is a properly and ethically conducted business. 

The quality of our product is constantly improved and the value increased. 
Thus we successfully compete in a highly competitive field. Because the cards 
we sell are such good value and the way of buying them is such a convenient 
ohne, our customers welcome the opportunity to buy them and to recommend our 
distinctive greeting cards to others. That is the reason we have stayed in 
business for 36 years. 

There are those who misuse the postal service in selling merchandise to the 
public. Those abuses by a small minority should be curbed and eliminated. 
Those abuses damage the public interest and damage the interests of the vast 
majority of ethical businessmen dependent on the postal service and publi: 
confidence for the distribution of merchandise. 

No business dependent on public confidence can long survive when that con- 
iidence is abused. Unfortunately, every time such a company is forced out of 
business, as it should be, a certain damage is done to other decently and properly 
conducted business operations. It is the old story of the 1 or 2 rotten apples 
in the barrel. 

I hope it will be possible for the committee to stop the abuses which hurt the 
public and legitimate business alike. I realize the difficulties of your respoasi- 
bility. But I assure you that I and many thousands of businessmen like me are 
anxious to assist the committee in every way to achieve that desired result. 





Hitz1sro0ro, Ono, March 14, 1949 
POSTMASTER, 


Hillsboro, Ohio. 


My Dear Sir: I have been receiving statements of amount due for a shipment 
of greeting cards sent me by Betty Phillips, greeting cards, 50 Hunt Street, New- 
ton 58, Mass., at Christmas time, which I have never ordered or authorized ship- 
ped to me either on approval or for direct purchase, and do not want to be both- 
ered with these statements. 

It is my understanding the postal laws and regulations prohibit the sending 
of merchandise unless the customer has indicated his willingness to receive it. 

Please refer this to the proper authority for action to prevent further an- 
noyance to me. 

Respectfully yours, 


Mrs. M. T. MEYERs. 
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Betty PHILLIPS 


GREETING CARDS 
50 Hunt Street, Newton, Mass. 
For one box of Christmas cards Amount due, $1 


Mrs. M. T. MYERS, 
Vine Street, 
Hilisboro, Ohio. 


HAVE YOU FORGOTTEN US? 


Dear FRIEND; Remember the greeting cards we sent you quite some time ago? 

As the cards were not returned to us, we assume you kept them and used 
them, which is perfectly all right. But to use them without paying for them, 
does not conform with the spirit of Christmas. 

We are all inclined to postpone payment of small obligations—not realizing 
their importance. We showed good faith in mailing the cards to you so you 
could examine them in the comfort of your home. 

Now—please be fair with us and send us $1 to settle your account. We don’t 
want to bother you again about this small remittance unless you compel more 
drastic action. 

Please! It costs money to mail letters to you on so small an account. 

Cordially yours, 
Betty PHILLIPS. 


RALLA, N. DAK., August 15, 1958. 


Dear Sir: I would like some information about these boxes of greeting cards I 
have been receiving from this company. I am enclosing the bill I just got from 
there again. I have not asked for these cards and they keep on sending them. 
For awhile I would send in the money for them but I have heard that it is il- 
legal and I don’t want to be bothered with them or sending them back, and now 
I keep on getting letters requesting the payment of these cards. I would like to 
know if I have to pay for them, or send them back as I have never asked for 
these, 

Yours truly, 
Mrs. JOHN HALONE. 


BeTTty PHILLIPS 
GREETING CARDS 
50 Hunt Street, Newton, Mass. 


For one box of everyday cards Amount due, $1 


Almost another month has gone by and I haven’t received payment or any 
response to my last reminder—nor has the box of cards been returned. 


Mrs. John Holone, Rolla, N. Dak. 


Our bookkeeping department is duty bound to arrange all unpaid accounts 
promptly, and because you haven’t yet sent in your dollar, we are beginning 
to think something must be wrong. 

Perhaps you haven’t used the cards; perhaps there is altogether a different 
reason. Surely, it is a simple matter for you to do one of these three things, 
and help the bookkeeping department perform its duty: 


1. Send $1 in payment of cards; or 
2. Send the cards back to us; or 
3. Send an explanation on the back of this slip. 


Won't you be good enough to answer 1 of the 3 requests? If you have sent 
your payment or returned the box, we want to give you prompt credit. But if 
you have just overlooked it, please return this statement now with your check 
or money order. It won’t take but a minute. 
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We have always maintained the principles of the Golden Rule. By applying 
this rule to our business relations, we hope to merit your confidence and co- 
operation. e 

Sincerely, 
Betty PHILLIPs. 


MINNEAPOLIS, MINN., Jan. 27, 1955. 


Postat Inspector, U. 8S. A., Minneapolis, Minn. 

Dear Sire: We are sending this letter to you, thinking it might be a racket. 
We did not order or in anyway contact the Betty Phillips Co. Nor did we 
at anytime receive any merchandise from the aforesaid company. 

May we suggest that you use any measures you deem necessary. Thank 
you. 

Mr. and Mrs. Epwin R. CUTSHALL. 


PLEASE RETURN THIS SLIP WITH YOUR REPLY 
Betry PHILLIes 
GREETING CARDS 


50 Hunt Street, Newton, Mass. 
Mrs. E. R. CUTSHALL, 
5921 Penn Avenue, 
South Minneapolis, Minn. 


DEAR FRIEND: You and I have a mutual friend who has purchased my greet- 
ing cards. She liked them so well that she kindly suggested that I send you 
a box of my distinctive Christmas cards, on approval. This I did and I hope 
you received the cards and found them appropriate for your best friends. 


The 14 cards sell for $1 per box (average about 7 cents each) 


If you enjoyed using them and found it such a convenient and economical 
way to purchase your cards, won’t you please send me $1 now and have this 
little detail off your mind. 

If for any reason you did not like them or did not use them, won’t you please 
return the box by placing 8 cents in stamps (included with the box) on the 
outside of the carton—also reverse the envelope so it will be addressed to me— 
and then mail the box. 


Appreciatively yours, 
Betty PHILLIPS. 


Goop THUNDER, MINN., August 17, 19538. 
ASSISTANT POSTMASTER GENERAL, 
Washington, D. C. 

Dear Srr: Each year at Christmas time our mails carry a certain amount 
of merchandise mailed to us without being solicited. Some firms will refrain 
from doing this when they are told that this merchandise will not be paid for nor 
will it be returned. 

Enclosed is a billing which has reached my desk almost without fail each 
month since December in spite of the fact that I have notified this company that 
I am not aware that I ever received these cards and certainly did not use them. 
I am certain that they were not ordered. 

I am of the opinion that there is a law against this type of annoyance and 
would certainly like to see it enforced. 

Very truly yours, 


H, E. GLagser. 
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Betry PHILLIPS 
GREETING CARDS 
50 Hunt Street, Newton, Mass. 
For one box of everyday cards Amount due, $1 

Almost another month has gone by and I haven’t received payment or any 

response to my last reminder—nor has the box of cards been returned, 
Mrs. H. E. Glaeser, Good Thunder, Minn. 

Our bookkeeping department is duty bound to arrange all unpaid accounts 
promptly, and because you haven’t yet sent in your dollar, we are beginning to 
think something must be wrong. 

Perhaps you haven't used the cards; perhaps there is altogether a different 
reason. Surely, it is a simple matter for you to do one of these three things, 
and help the bookkeeping department perform its duty: 

1. Send $1 in payment of cards, or 
2. Send the cards back to us, or 
8. Send an explanation on the back of this slip. 

Won’t you be good enough to answer 1 of the 3 requests? If you have sent 
your payment or returned the box, we want to give you prompt credit. But 
if you have just overlooked it, please return this statement now with your check 
or money order. It won’t take but a minute. 

We have always maintained the principles of the Golden Rule. By applying 
this rule to our business relations, we hope to merit your confidence and co- 
operation. 

Sincerely, 
Betty PHILiiris. 


SHaTrre, WasH., January 7, 1950). 
INSPECTOR GENERAL, 
United States Post Office, 
Boston, Mass. 


GENTLEMEN : The inspector in the Seattle Post Office has advised me to contact 
you in reference to a business practice employed by the Betty Phillips greeting 
card concern of 50 Hunt Street, Newton, Mass. 

Some time previous to Christmas, my wife received a packet of Christmas 
cards from the above firm with a request to remit $1 or return the cards with 
the enclosed postage. 

The packet contained 14 cards of common quality obtainable anywhere, and 
8 cents postage which was to be returned with the $1 or used to return the cards. 

The local inspector states that no law has been violated by this firm but 
agreed with me that he did not exactly approve of their methods. He added that 
the same firm has complained frequently here of lost mail. I assume from this 
that many of the card recipients deny receiving the cards to avoid payment or 
return. 

I still have the cards as received along with the 8 cents in stamps. I have 
no intention of using the cards, nor do I feel inclined to take time from my usual 
activities to visit the post office to return the cards. 

Today I received a statement from the firm asking that the $1 be sent to 
close the account. I feel that this firm’s methods are strictly unethical and an 
imposition on the victim. If the firm has a local representative, they are at 
liberty to pick up the cards at any time but, if I am compelled to repackage 
the cards and deliver them to the post office I feel that I should be compensated 
for time and expense involved. 

May I have the courtesy of your opinion on this matter? 

Yours very truly, 


FLORENCE R. Cone. 


BRAMWELL, W. Va., March 30, 1953. 
Post OrFicE DEPARTMENT, 


Washington, D.C. 

Dear Sres: Please find enclosed a statement from the Phillip Card Co., of 
Newton, Mass., who claims I owe them $8.85. I did not receive any cards from 
them for the year 1952 and I did not place an order for any and the postmaster at 
Bramwell knows I did not receive the cards. I wrote the company and explained 
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to them I did not receive any cards. So they did not make any reply. So I 
think they are trying to misuse the mail to obtain money under false pretense. 
So I would be glad if you would check up on this company and see just what kind 
of business they are trying to run. I doubt if they have license to do business 
in the State of West Virginia and I also doubt if they pay to the State of West 
Virginia the State consumers 2 percent sales tax. I am enclosing one of their 
envelopes. Please look into this matter for me. 
Thank you, 
Mrs. Grace SNEED. 





SoutH WILLIAMSPORT, Pa., May 24, 1954. 
UnitTep States PoSTMASTER GENERAL, 
Washington, D. C. 

Dear Str: I am enclosing a letter which I received a few days ago—it is self- 
explanatory. 

On the 28th of October 1953, I suffered a severe accident which hospitalized me 
for months—obviously I was removed from Mansfield address. I did not receive, 
use, or order the cards mentioned in this letter. All during my illness I received 
letters such as this, until recently I was unable to answer these letters. 

Today I mailed this firm a check for the $1. However, I believe you should 
know that the mails are being used to compel people to accept and pay for 
articles which they have not ordered and which they do not want. If there is 
no law to cover this type of selling or merchandising it is time that such law 
was placed before our lawmakers. Many persons have told me that they have 
had similar experiences. 

Very truly yours, 
GEORGIANA McLAUGHTON. 
Betty PHILLIPS 


GREETING CARDS 
50 Hunt Street, Newton, Mass. 


For one box of Christmas Cards 
Amount due, $1 
Mrs, GEORGIANNA MCNAUGHTON, 
State Teachers College, Mansfield, Pa. 


Dear Frrenp. This bill is important to you. Please read it carefully. Before 
duty forces me to consider asking one of my local representatives to call for the 
box of Christmas Cards sent you last fall, I’m appealing once again to your 
fairness for an answer. 

My records show that you have neither paid the $1 nor returned the cards. 
If this record is incorrect, I will not know how to settle the matter unless you 
are kind enough to write and explain. I sent you the cards at the suggestion of 
one of your friends, or because you purchased cards from me in previous years. 
If you did not want the cards, you could have returned them to me at my ex- 
pense. My business was founded on one great principal—Confidence! Can 
you blame me for trusting in the fairness of my customers? 

What would you do if you wrote 4 or 5 letters to a friend and she did not 
even answer them month after month? What would you really do if you were 
in my position concerning $1 for Christmas Cards sent you last fall and not 
yet paid? 

Please don’t make it necessary for me to ask my local representative to call 
at your home for the cards. Just extend to me the same courtesy in this matter 
that you yourself would expect were our positions reversed. Please return 
this letter with your $1 to me right away. Ill be on the lookout for your 
envelope. 

Respectfully yours, 
Betry PHILuips. 
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ELTINGVILLE, STATEN ISLAND 12, N. Y., November 17, 1954. 
PostTMASTER GENERAL OF THE UNITED STATES. 


Dear Sik: As a dutiful citizen, I wish to call your attention to this clear-cut 
case of intimidation through the mails. 

Without any request by me, the Phillips Card Co. sent me sample cards 
through the mail. These ecards were either lost or destroyed by my children 
(of which I have six). I did not ask for anything and feel that I should not 
be annoyed with the responsibility of satisfaction for these samples. My ignor- 
ing of their requests has resulted in my receiving the enclosed literature from 
them. These threats certainly must be illegal. I will hold any future corre- 
spondence for your perusal and will be most happy to testify against Phillips 
should you see fit to prefer charges. I trust this is the proper attitude for a 
law-abiding citizen to take. 

Very truly yours, 
FREDERICK A. KEUNE. 


PHILLIPS CARD Co., 
Newton, Mass. 


DEAR FRIEND: I was very much disturbed to received the enclosed investigation 
report about you, with the suggestion written on it by my office manager, Mr. 
William G. Steele. 

As you perhaps know, the “sight draft” to which he refers is a legal demand 
upon you, arranged through your local bank, for immediate payment of any due 
or past-due amount which is now owed to us. 

However, when I received Bill Steele’s memorandum showing the still-unpaid 
condition of your account, I decided it would be better to talk with him first before 
giving him my approval to have a sight draft issued on you through your bank. 

“Look Bill,” I said, “I just don’t think we should act too quickly in handling 
a good friend’s account like this. I agree that a sight draft is one way to get 
payment, as soon as we place it in the hands of the local bank that knows—or can 
quickly reach—anyone we want to locate. First, however, I want to try once 
more to get this matter settled without taking that step.” 

“But, Mr. Phillips,’ Bill protested, ‘“‘you made it clear at least a month ago 
that you want to settle this in a friendly way. You, yourself, even wrote a special 
letter about it. But we still have had no reply of any kind, and I just don’t feel 
it is right to let a long-overdue amount like this go unpaid any longer.” 

As a businessman I had to agree with him. But I also feel that I can count 
on you, now, to do the right thing about these samples. If they are still unused 
you may return them to us now, and I will repay you for the postage. At no 
time have you been obliged to keep them, as I am sure you understand. 

If you have used these samples, however, or do still intend to keep them—then 
I earnestly recommend that you send us your payment now without fail. I have 
asked Bill Steele not to take action on the sight draft. This is not the way I 
want to conduct my business with a person like you. 

Believe me when I say that I will be very relieved—as I am sure you will also 
be—to have this long-past-due bill settled without our having to ask your local 
bank to collect it. Therefore, may I please hear from you just as quickly as the 
return mails can bring me either your samples, or your payment. 

Sincerely yours, 
WALTER P. PHILLIPS. 
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The Cuarrman. Mr. Zolyn, who represented White’s Quaint Shop, 
asked that his statement be incorporated in the record, and there, also, 
we have attached various complaints relative to transactions with that 
company in regard to unordered merchandise. 

(The statement and letters are as follows:) 


WESTFIELD, Mass., March 5, 1956. 
Hon. Joun Dowpy, 
Chairman, Subcommittee on Post Office and Postal Operations, 
House Office Building, Washington, D. OC. 


Dear Mr. Dowpy: Last Friday, March 2, I was scheduled to appear before 
your committee. Since there was not enough available time you permitted a copy 
of our statement to be entered into the records. 

The two letters enclosed which are addressed to you were to be part of this 
statement and I should be grateful if you would allow them also to be entered 
as part of our statement. One is from our local postmaster; the other from 
our local chamber of commerce. 

We who depend so much on the United States mails in the conduct of our 
business activities greatly appreciate the considerable time, effort, and under- 
standing thought which you and the other very able members of your committee 
are devoting to the various postal problems which are of such vital importance 
to us in the world of small business. 

Respectfully, 
WHirr’s QUAINT SHop, 
K. STANLEY ZOLYN. 


Untrtep States Post OFFICE, 
Westfield, Mass., February 28, 1956. 
Hon. JoHN Dowpy, 
Chairman, Legislative Committee on Postal Operations, 
Washington, D. C. 


Deak Sre: In view of an investigation by your committee and that a Westfield 
concern will be there represented, some observations are submitted for 
consideration. 

White Industries, Inc., of Westfield, was founded by Mr. Arthur T. White, 
chairman of the board. Him, I have known personally and in business for 
over 30 years. The latter experience as a bank employee and now in the post 
office. Mr. White with administrative skill, a sense of purpose, and much 
honest, hard work has accomplished success and an excellent reputation for 
civic, moral, and financial responsibility. These qualities are reflected in his 
business by the officers and associates. 

One of these, Mr. K. Stanley Zolyn, secretary of the corporation, in charge 
of the retail division, will testify for White’s Quaint Shop at the hearing. It 
is believed that his testimony be received with credence as straightforward and 
honestly factual 

White Industries, Inc., is the source of more than one-third of the postal 
receipts of this office. Even with such a volume the complaints received here 
are very few. 

The majority of complaints are due to the nonreceiving of orders and subse- 
quent inquiries by the concern, caused by loss or depredation in the mails. Other 
reasons are the separation of the contents from the package or damage in 
transit. 

Those complaints which are received by this office are forwarded to White’s 
for adjustment and a report made for our files. In every instance, from the 
reports, the orders lost or damaged have been duplicated and forwarded to 
their patron without cost. Although this is but a minor phase of our business 
relations it is nevertheless satisfactory and honorable. 

Upon investigation, it is found that samples of their cards are sent only to 
customers from whom orders (purchases) have been previously filled. This 
should save annoyance to others. 

These are my considered opinions which may prove helpful to your committee 
in its investigation. 

Yours very truly, 


Rosert P, McManon, Postmaster. 
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CHAMBER OF COMMERCE, 
Westfield, Mass., February 27, 1956. 
Representative JoHN Dowpy, 
Chairman, Subcommittee on Post Office and Postal Operations, 
Washington, D. C. 

DEAR REPRESENTATIVE: Mr. K. Stanley Zolyn will appear before the subcom- 
mittee on Post Office and Postal Operations on Friday, March 2, at 10 a.m. He 
is appearing to testify before the committee on the operations of the White 
Quaint Shop, a retail outlet of White Industries, Inc., of Westfield. 

Mr. Zolyn is secretary of this company and is extremely well qualified and 
informed to give your committee factual information and the benefit of his long 
experience in this business. 

The company of which Mr. Zolyn is secretary, the White Quaint Shop, has 
been established in Westfield for 33 years and the present standing of the com- 
pany, both in its position in industry and its reputation with the public has been 
the direct result of the creating and promoting of good will over this period of 
years. 

The company enjoys an excellent reputation both with its customers and with 
its competitors and enjoys a nationwide reputation for the conduct of its 
business. 

The company has worked out a pattern of distribution over this period of 33 
years, which has been widely accepted by the public as evidenced by the increasing 
volume of business done by it. 

| have known the responsible officers of this company for many years and have 
the highest regard for them both individually and as businessmen and I am 
sure you will find this opinion to be true throughout the community and places 
where they are known. 

This letter is written with the thought in mind of assisting your committee in 
its fair appraisal of Mr. Zolyn’s testimony. 

Sincerely, 
GLENN B. Cow Les, Secretary. 


STATEMENT OF K. STANLEY ZOLYN 


My name is K. Stanley Zolyn. I am seeretary and sales manager for White's 
Quaint Shop, which is the retail sales division of White Industries, Inc., West- 
field, Mass. 

The business consists of selling greeting cards, stationery, and gifts by mail, 
both wholesale and retail. Mr. Arthur T. White, chairman of the board of the 
company I am representing, started the business in 1913—some 48 years ago. 
Originally the business was only magazine subscriptions. Ten years later, 33 
years ago, Mr. White was able to expand his business to include sales of greeting 
cards and gift merchandise. 

Mr. White asked me to convey to the members of this committee his regrets 
and apologies that he could not appear before you here today. For most of his 
life, Mr. White has been physically handicapped to a degree that even a short 
trip involves quite considerable difficulty. As a matter of fact, that circum- 
stance was responsible for Mr. White’s starting his mail-order business. While 
still a boy in high school, Mr. White suffered results of a severe attack of polio. 

The direct-mail magazine, greeting-card, and gift business Mr. White started 
so long ago to earn his livelihood, has grown steadily through the intervening 
years. It is a business built on customer confidence, in good value, and fair 
dealing. We do a regular business with thousands of customers living in every 
part of the United States. 

Our business normally has about 150 employees, though this total rises to 
about 400 people each year during our busy season (August to early December) 
when our Christmas merchandise is sold and shipped. Our Christmas merchan- 
dise line consists of over 100 different items ranging from stationery to gifts, 
novelties, and household items. All of this merchandise, except for one greeting 
ecard unit retailing for $1, is sold on prepaid orders from customers. 

The part of the Quaint Shop’s business operation in which I believe the com- 
mittee may be particularly interested is the direct-mail sales of dollar boxes of 
greeting cards sent to customers on approval. 

To assist the committee’s understanding of our methods of operation in the 
sale of greeting cards, there is one point deserving of special emphasis. Any 
person receiving an assortment of greeting cards from Quaint Shop on approval 
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has, in every case, originally replied affirmatively to sales literature received 
from us and paid for an assortment of cards. Our sales promotion literature 
produces voluntary orders, with a large percentage of those ordering, sending 
full payment with order. 

Those who order the greeting-card assortment without sending advance pay- 
ment (about 15 percent of the total) do se on the understanding they will either 
send payment for the box of greeting cards or may return the box at our expense. 

The following season, those customers who previously ordered and paid for 
greeting-card assortments are sent the new season’s assortment without order 
on approval. When the customer receives that second assortment of greeting 
cards from us, and pays for it, the customer usually also checks a form stating, 
“Next season please send me your new assortment to examine without obliga- 
tion.” If in sending payment the customer crosses out that statement on our 
payment form, the name is removed from our files and receives no further ship- 
ments from us until a further specific order is sent. 

You will note that, in our operation, no on-approval shipment of greeting cards 
is sent unless a satisfactory customer relationship has already been established. 
It is not our company practice, and it never has been, to send unordered on- 
approval merchandise to a general mailing list of people who do not know us or 
whom we don’t know. 

Our greeting-card assortments are sent in containers specially designed to 
enable the customer to conveniently return the shipment to us at our expense if 
the customer so desires. On the face of this container is a notice to the post- 
master in which we assume responsibility for return postage. Inside the pack- 
age there is also a notice reminding the customer that we assume responsibility 
for return postage. 

Our 33 years of successfully selling greeting cards on approval is graphic testi- 
mony that our customers like doing business with us in this way. Were it 
otherwise, we would not have remained in business, growing progressively, for 
these decades. 

Some of our customers are shut-ins who appreciate this method of shopping. 
Others are busy people who are glad to have someone do their greeting card 
selecting for them. We have many testimonials from those who purchased: and 
have been pleased with our merchandise and are glad to see our new offerings. 
I have with me a few such testimonials from recent mail should the committee 
care to see them. 

Where a greeting card assortment is retained by a customer and where pay- 
ment is not made, a series of “reminder of payment” letters is sent. These are 
primarily sales letters for the dozens of other items of merchandise we carry, 
with mention of nonpayment for the greeting cards included almost as a post- 
seript or afterthought. Never are threatening or so-called dunning letters used. 
We believe that such forceful tactics to enforce collection constitute undesirable 
customer-relations practice. If after a few months of reminders, no word has 
been received from the customer of the greeting-card assortment sent at our 
expense, the account is cancelled out and the name destroyed. 

As with every business, inevitably there are some difficulties and complaints. 
In our operation, we follow the quite practical rule that “right or wrong the 
eustomer is always right.” For us, it is simply plain good business. Main- 
tenance of good customer relations is profitable. When there is a misunder- 
standing of any kind of payment, delivery of merchandise, damaged goods, or 
service, the matter receives prompt personal attention and the customer is 
given complete satisfaction, whether that requires cancelling a charge, replacing 
an order, or other action. We firmly believe we must earn and keep the goodwill 
of our customers if we are to prosper. We realize, too, that the most effective 
and valuable advertising is that of word-of-mouth advertising by satisfied 
customers. 

Most people are reasonable and honest. That is the premise on which our 
business has been built. Our experience through these many years has amply 
proved to us the truth of that basic premise. 

All of us engaged in the operations of the Quaint Shop and White Industries 
are closely concerned with the maintenance of the good name of our organization. 
We enjoy the confidence and respect of the people in our home town of Westfield. 
The Westfield postmaster and the Westfield Chamber of Commerce has sug- 
gested requesting your permission to insert in the record of this hearing these 
letters expressing their opinion of us. For the furtherance of fair and equitable 
business dealings in which we believe so strongly and which we const:nily strive 
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to practice, we support, as members, the National Better Business Bureau and 
the National Association of Direct Selling Companies. 

It is a matter of real concern to us that the sending of unordered merchandise 
through the mails is being used so unethically by some that this proper use of 
the postage service by ethical businessmen is endangered. We hope this com- 
mittee may be able to devise some méans whereby such harmful abuses will be 
eurbed. Certainly you will have every suppert and appreciation of business users 
of the mails to that end. 





Strate Cot.ece, Pa., May 9, 1956. 


POSTMASTER GENERAL, 
Washington, D.C. 


Dear Str: I’m enclosing herewith the most recent in a long series of cleverly 
written collection letters for merchandise never ordered. At some time in the 
past my mother, Mrs. S. W. Bertram, ordered something from the Quaint Shop. 
Year before last cards came and she paid for them although they were inferior 
and of no use to her. She was distressed last summer to receive cards again. 

The amount of money represented in this series of collection letters represents 
more than the $1 involved (unless produced in enormous quantities), but evi- 
dently this business is based on this system—sending unordered merchandise and 
then collecting for it. Until now the letters have been wheedling, cute, pathetic. 
This one, however, carries a veiled threat to ruin the local credit of the recal- 
citrant customer. 

This threat will undoubtedly bring in many dollars to the Quaint Shop from 
timid people who, like my mother, never ordered or wanted the cards in question. 

Will you kindly advise me regarding the attitude of the United States Post 
Office on this type of collection effort for merchandise received but never ordered. 
It was not returned, since the chore of getting to the post office is worth more 
than a dollar to me in that I am employed full time. 

I await your advice. 

Sincerely yours, 
ZENDA BERTRAM FEHRENBACH. 


WESTFIELD, Mass. 


DEAR FRIEND: It isn’t very often that we women have a chance to prove we’re 
as good in business as men, but Arthur has practically dared me to prove it— 
and I’m going to. 

Brother Arthur left Westfield yesterday for a visit to New York and won’t be 
back until next week. That will give me just enough time to get this letter off 
to you and receive your reply. And when Arthur gets back, he’ll change his 
“man’s mind” about women. 

When Arthur left he had a list of names on his desk of folks who still owe 
payment from last fall on their assortment of Christmas greeting cards, as 
shown on the enclosed slip. And your name was among them. 

Arthur said he had written you several times but hadn’t received any answer. 
Knowing him as well as I do, I’m sure he was worried that he had written some- 
thing that may have displeased you. I told him that I would write you that 
I felt that there was nothing, wrong between you and him. A person who is 
busy as you are can be forgiven for forgetting a payment like the above. 

When Arthur went away, he left everything up to me. But I could see the big 
question mark in his eyes when I told him I could fill his shoes! Just like 
aman! 

Frankly, I don’t know how to go about this business of collecting money. 
But I have a woman’s intuition that most folks like to have a preferred credit 
standing in their community. It’s such a pleasant feeling to know that anyone 
will be glad to extend credit privileges to you if you want them. Prompt pay- 
ment of small amounts is just as important as large amounts in establishing 
your name as a preferred customer, not only with the Quaint Shop folks, but 
with merchants everywhere. 

I’m just dying to see Arthur’s pleased look when he sees your letter and 
payment on his return. It’s a favor I won't forget, but I’ll have to hear from 
you right away—before he gets back. : 

Thanks ever so much. 


HELEN BE. WHIre, 
One of the Quaint Shop Folks. 
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Heres 3] Hymnal, ola! 


Helen E. White, One of the Quaint Shop Folks, Westfield, Mass. 
Here’s my $1.00 Payment, Helen! Glad you reminded me. Please be 


sure to show to Brother Arthur and give me full credic. 


Mr. S. W. Bertran 
217 E. Beaver Ave. 
State College, Penna. 





LOUISVILLE, Ky., May 11, 1953. 
Deak Sir: The White’s Quaint Shop, in Westfield, Mass, took the liberty of 
sending me a box of Christmas cards which I neither ordered or used. Since 
that time, especially since the Christmas season is past, I have received numer- 
ous letters asking me to pay for them. Enclosed are two of the more recent 
ones. One letter accused me of using the cards and not paying for them. Since 
I did not order the cards, I do not feel obligated to pay for them or to return 
them. 
I would like for these annoying letters to be stopped. Please advise me what 
to do. 
Thank you very kindly. 
Mrs. C. D,. ScHMIDT. 


WESTFIELD, MASS. 


DEAR FRIEND: There’s one thing I don’t know how to go about, and that is 
asking for money. If I don’t ask in the right way, my customers are put out. 
Yet, if I don’t ask at all, Iam out. 

What would you do if some of your friends still owed you payment for a box 
of Christmas cards from last fall? 

I can’t believe that you want me to suffer a loss because of my good faith in 
sending your lovely Christmas cards without payment in advance. 

Anyone who sends so much happiness and goodwill to friends and acquaint- 
ances as you do must have a little to spare for me, too. 

So I am enclosing an addressed envelope that needs no postage, and I am ask- 
ing that you use it, now, to forward the amount still due as shown on the special 
payment blank enclosed. 

Thanks ever so much. 

. Your friend, 
ARTHUR T. WHITE, 
One of the Quaint Shop Folks, Westfield, Mass. 
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Dear Friends: 


Just a bit of "Coming' Thro the Rye” to remind 
you that you were going to send Arthur the payment 
that's been due him for the assortment of lovely 
Christmas Greeting Cards you received last fall. 


Won't you take a moment - Now - to get this pay- 
ment cleared up and out of the way? You'll be 
happy and I'll be happy! Your prompt payment makes 
it possible for the Quaint Shop to bring you the 
grandest Greeting Cards at worth while savings. 
That's why Arthur and I need your nelp. 


A return postage-paid envelope is enclosed for 
your convenience. I'll be glad to hear from you and 
to tell Arthur that your account is cleared up| 


Your courtesy will be appreciated. 


Sincerely, 


Mh E Thhte 


One of the Quaint Shop Folks 
Westfield, Mass. 
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Glad You Reminded Me! 
Here’s My Dollar Payment 


Dear Arthur White 


Enclosed is the dollar for the lovely box of Christmas Cards you sent me 
last year. Now you can mark my account paid in full, and will you also make 
note to send me your 1953 edition when the cards are ready in the fall. 


ipze Ce D. Schmidt 
1217 Wolfe ave. yo 
Louisville 13 . 

e » Ky 4 \ 
yor 
White’s Quaint Shop, Westfield, Mass. 


Please mail payment with this reminder to 


WALNUT CREEK, CAtir., March 12, 1952. 
WHITE'S QUAINT SHOP, 
Westfield, Mass. 

GENTLEMEN: This will advise that we are holding 1 package of cards which 
you shipped to us and which we did not order and for which you are now again 
billing us in the amount of $1. 

We do not intend to pay you nor do we intend to send the cards back. If you 
or your representative want to pick them up you may feel free to do so. It is my 
understanding that this is against postal regulations and that neither the return 
or enforcement of the collection can be made. 

In addition, I would appreciate your taking my name off the “sucker list” so 
that we will not be bothered receiving packages as we are in a rural area and 
must call at the post office for same. 

Yours very truly, 
W. COFFEE. 

Copy to Postmaster, Oakland, Calif. (Attention: Postal inspector. ) 

Note to postmaster: Enclosed please find the entire lot of literature that came 
from White’s Quaint Shop. If you want the box of cards please let me know 
and you may have them. 
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if Your Present 
Name or Address 


is Different From 


That Shown Please Miss Janet “, Geister 
Be Sure to Correct 1429 ge rwyn 
Chicago 40, Ill. 


Dear Arthur White — The Quaint Shop Folks — Westfield, Mass 
oO I am enclosing $1.00 in full payment for the lovely Quaint Shop Assortment of 15 Christmas cards. 
Next year will you please send me your new box to examine without obligation to buy. 
0 I have returned the new assortment of Quaint Shop Christmas GreetiAgs. Please reimburse 
me ...__¢ for postage used. Next year please send me your new box to examine without obligation to buy. 


Initials 





Cuicaco 40, Itt., December 5, 1955. 
Mr. ARTHUR SUMMERFIELD, 
Postmaster General, United States Government, 
Washington, D. C. 

DEAR Sir: About 8 or 10 weeks ago I received a packet of Christmas cards 
through the mail from the Quaint Shop, Westfield, Mass. As I had not ordered 
these cards and did not want them, I put them aside to await developments. 

The proddings for payment came. After several of them had accumulated 
I wrote the firm stating I would return the cards upon receipt of postage. Final- 
ly 11 cents in stamps was sent me and I promptly wrapped and mailed the 
cards. There were wrapped and addressed with care so there could be no ques- 
tion regarding nondelivery. 

Today comes another dun. I enclose it. 

It is my impression that our postal laws protect the publie from this kind of 
badgering. Because of a physical condition most of my shopping is done by 
mail, and I am happy to say that the experience I report here is the first I have 
had of its kind in many years. 

Sincerely, 
JANET M. GEISTER. 


CLIFTON HEIGHTS, PA., January 28, 1955. 
Post OFFICE INSPECTOR IN CHARGE, 
Boston, Mass. 

Deak Siz: I am writing you at the suggestion of the main post office, 30th and 
Chestnut Street, Philadelphia, Pa. 

For some time, I have been receiving boxes of greeting cards from the Quaint 
Shop Folks, Westfield, Mass., unordered, to either keep and send payment to 
them, or to return and have my postage refunded. I have returned several boxes 
and the last time, wrote an emphatic letter asking them to please stop bothering 
me with these cards. It is an effort for me to get to the post office to return 
these packages, and it is most annoying that they ignore my requests to discon- 
tinue sending them. 

The Philadelphia post office advises that perhaps you may be able to take 
some action with this firm to have them remove my name from their mailing 


———— 
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list, and I would certainly appreciate it if you will do whatever is necessary to 
accomplish this. 
Thank you. 
Yours very truly, 
Mrs. G. E. GREEN, Jr. 


The CHarrman. A letter was read into the record in connection 
with the testimony of the operation known as Music Treasures of the 
World. The letter read was from Prof. Robert M. Wallace, at the 
University of Alabama. 

We have obtained a file on his transactions with the company, and 
without objection we will incorporate that into the record. 

(The material referred to follows :) 


UNIVERSITY OF ALABAMA, 
University, Ala., February 27, 1956. 
Mr. FRED BELEN, 
Chief Counsel, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. BELEN: I enclose the correspondence regarding my dealings with 
Music Treasures of the World, a mail-order phonograph record company, about 
which you called me this afternoon. Thank you and the committee for your 
interest. 


THE CORRESPONDENCE 


My recollection seems to have been faulty as to my having had a response 
from the Mail Order Credit Reporting Association. My second letter to the 
association, dated July 29, 1955, indicates that by that time, at least, I had 
received no reply ; and I believe my file is complete. 

The threat to my reputation as regards my credit rating is on the gray slip 
clipped to my letter of July 11. As I said on the telephone, this is closely 
similar to the standard notices from members of retail credit associations all over 
the country. However, correcting a local error and correcting a distant one are 
very different propositions. Furthermore, Music Treasures of the World had 
had about 6 months in which to correct the error on which their claim for pay- 
ment had been based, and I had returned several bills with handwritten notations, 
some giving precise dates referring to payment and other relevant facts. Hence, 
even if the form was entirely standard, its use in this instance appeared to be 
an effort to bulldoze me into paying a small overcharge rather than risk serious 
damage. (See my letter to Senator Johnston, July 29, 1955.) 

Paragraphs relevant to my interpretation of the gray slip as a threat appear 
in my letters of July 11 and July 29 to the Mail Order Credit Reporting Associa- 
tion. 


COMMENT AND SUGGESTION 


I am very favorably impressed with your idea that unordered merchandise 
sent by mail should be clearly marked as such and feel that this procedure would 
do much to correct the situation. 

Complementing your idea is the following: Perhaps increasing handling fees 
or rates on returns would complete the cure, except for the normal errors 
and inefficiency that must be accepted. 

Going along with an increased handling fee or increased rates for returns 
should perhaps be a requirement that unordered parcels have attached to them 
a receipt to be removed by the postman, signed by him, and left with the ad- 
dressee if the parcel is refused. The receipt for the refused parcel would pro- 
tect the addressee, and the increased cost charged for returns would provide an 
incentive for increased efficiency among shippers. 

I am very dubious about charging higher rates for outgoing unordered pack- 
ages than for others of the same class unless cost accountants show that the 
higher rates are economically justified. I dislike the idea of establishing rates 
on what might be considered a punitive system. 

I should like you to consider the portion of this letter headed ‘Comment and 
suggestion” as a statement for the committee. If other parts of this letter or 
of the enclosed correspondence appear useful, feel free to put them at the dis- 
posal of the committee too. 

Sincerely yours, 
Rosert M, WALLACE, 
Associate Professor of English. 
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MUSIC TREASURES OF THE WORLD 
100 SIXTH AVENUE ® NEW YORK 13, N. Y. 


Por Transmittal to: 
THE MAIL ORDER CREDIT REPORTING ASSOC. 


8Y 15495 


M WALLACE $13.40 
HIRO $T 
OOSA ALA 


File Number: 5-3&4-A 


PLEASE RETURN THIS STATEMENT WITH YOUR REMITTANCE 








UNORDERED 


Copy Your 


ACCOUNT NUMBER 
Here 


CY Is993 


FILL IN COMPLETE NUMBER WITH ALL LETTERS 





Do this NOW. The number appears next 

to your name on the attached advice card. 

Keep this card handy and mention your 

account number on all communications 
you send to us. 


SAVE THIS CARD 


YOUR ACCOUNT NUMBER, as it ap- 
pears on every package label or letter you 
receive from us, is our means of locating 
your account. With it we can instantly 
credit your payments, ship your orders 
and answer your letters. Without it, we 


must make an extensive search to locate. 


your record among those of thousands of 
other members. 


It will only take a moment for you to 
jot down your number accurately on this 
card. Be sure to include all letters that 
appear as part of the number, and be 
sure your account number is placed by 
you on every communication you send 
to us. — Thank you. 


Music Treasures of the World « 100 Sixth Ave., New York 13 


75787—56——_10 
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JULY 11, 1955. 
OFFICE OF THE PRESIDENT, 
The Mail Order Credit Reporting Association, 
New York, N.Y. 


Dear Sire: I am not acquainted with the variety of interests which your organi- 
zation pursues, but I presume that you like to know something of the accuracy 
of the reports which are sent to you. In regard to me, I should like to declare, 
the firm calling itself Music Treasures of the World (100 Sixth Avenue, New 
York 13) is either grossly inefficient or mendacious. It also pursues a policy 
of very doubtful propriety in connection with the placing of orders. 

First for the placing of orders: Music Treasures of the World (whose records 
are physically thin but of good quality as regards sound) sends not an order 
card but a refusal card with each of its prerelease blurbs. The member of the 
society, or whatever the advertising men have decided to call those who buy 
some releases of the company, must refuse a release to avoid having it sent 
automatically. Obviously, some mistakes occur in large mailings: an addresso- 
graph plate slips by, the mail is lost on the way to the customer, the customer is 
away from home when the mail comes, the customer’s reply is lost or delayed 
in the mail; there are other possibilities. Any of these slips results, presumably, 
in the “member’s” becoming an unwilling buyer. A buyer should express a de- 
sire to buy, not a desire to refuse. (Yup; it’s that cockeyed.) 

A second serious defect in the system employed by Music Treasures of the 
World is that it gives the firm exceedingly unreliable records. If the company 
wishes to confirm that someone has purchased goods, the absence of a refusal 
notice is by no means acceptable evidence that the “member” purchased the 
goods. A dishonest firm could simply discard refusal notions; an inefficient 
one could easily lose refusal notices; an unlucky one could simply never receive 
refusal notices. I do not know which of those, if any, occurred at the office of 
Music Treasures of the World in respect to my account. But the account is in 
error, and the firm has no evidence to support its claims in spite of its probably 
believing that it does. Of course, in regard to my account, no evidence that the 
account is accurate ever did exist, because the account has never been accurate 
since about last October. In any event, considering the matter abstractly and 
in as favorable a light as possible from the firm’s point of view, the system 
adopted by Music Treasures of the World leaves the firm without reliable ac- 
counts. (You, of course, are thus left in an untenable position.) 

Now as to my particular account: I have three Music Treasures records, 1 
an introductory disk which I bought “sound unheard” as a sample and 2 which 
I “ordered” by not returning the refusal notice sent me monthly. The company 
thus has had at 1 time or another a just claim on me for the price of 2 records. 
That comes to $6.70. I have before me my canceled check for that amount. It 
is dated January 26, 1955, is No. 583 in my current numbering sequence, is made 
out to Music Treasures of the World, signed with my usual signature, stamped 
on the back in blue with what I take for an office notation, February 2, 1955 
4461 * * * (the end of the number runs off the edge of the check), stamped in 
red “Pay to the Order of Chemical Corn Exchange Bank * * *” [blurred] 2, 
1955, Music Treasures of the World, Suston, Inc., etc., and (by the Birmingham 
Branch, Federal Reserve Bank of Atlanta) February 5, 1955, and is perforated 
Paid 2-7-55 61.69 by my bank, the City National Bank of Tusealoosa, Ala. . 

Since February 2, 1955, when Music Treasures of the World deposited my 
check, I have received about half a dozen delinquent notices each for the er- 
roneous total of $13.40 and without any acknowledgement of the payment de- 
scribed in detail in the preceding paragraph. I have replied to most of these, 
have cited much of the detail given above, and have asked that my name be taken 
from their mailing lists. I have said that I will answer no more of their mail. 
I have been clear, I thought, and adequately firm to call attention to my position 
and feelings in the matter. Yet I have continued to receive the inaccurate bills, 
and now I am threatened with being reported to your organization as a delin- 
quent debtor and presumably blacklisted. Not only am I badgered by a firm 
that is either unforgiveably inefficient or dishonest, but I am threatened. It is 
an intolerable situation. 

(Doubtless the better business bureau is familiar with the neat little, sneaky 
little threat: For transmittal to: The Mail Order Credit Reporting Association. 
Re * * * etc., with the mendacious details. ) 

I do not know whether any law has been broken in this badgering with false 
statements and threats of defamation of character. Much must be forgiven, 
perhaps, of a group of people who are so obviously in over their heads and who 
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do not know how to run a business. But I do hope that you can give me relief 
from this shower of tormenting and now potentially damaging mail and that 
you can assure me that any damage already possibly inflicted through the 
United States mails will be, in the first place, stopped, and in the second, ade- 
quately corrected. If you are unable to give full and firm assurance, I suppose 
I shall have to get in touch with the United States postal inspector. I will not 
tolerate continuance of this sort of procedure. 
Sincerely yours, 
Rosert M. WALLACE. 


JULY 29, 1955. 
OFFICE OF THE PRESIDENT, 
The Mail Order Credit Reporting Association, 
New York, N.Y. 

Dear Str: I have had no reply to my letter of July 11, 1955, calling attention 
to a threat by Music Treasures of the World, which represents itself by implica- 
tion as a subscriber to your services. I have accordingly reported the matter 
to the postal inspector and to Senator Olin D. Johnston. 

I have taught business correspondence, including collection procedures, for 
years and am familiar with your type of operation. I understand and in 
principle agree to its propriety. However, I want it explicitly understood in 
your office that I shall hold you legally responsible if you spread damaging 
misinformation about me after you have been informed that Music Treasures 
of the World has threatened to pass on to you a misstatement about my standing 
with the enterprise. I have as good a credit rating as anyone, and I am jealous 
of it. I shall not tolerate any collusion between you and one of your customers 
and shall not consider any excuse you might offer based on an assumption 
that your custonier is always right and your customer’s customer always 
wrong. As I pointed out to you at the end of my third paragraph in my letter 
of July 11, “You, of course, are * * * left in an untenable position” by the 
unreliability of the very system of bookkeeping utilized by Music Treasures of 
the World. As I pointed out, I paid my full dues to the company. As I 
pointed out, the company continued to send bills without any recognition of 
payment. With that information and this reminder, you have no excuse for 
passing on the false statements from Music Treasures of the World. 

I fully expect that you will, in line with the honorable policy of credit 
reporting associations, give me adequate assurances that none of the foregoing 
unacceptable actions will be taken by your organization, and I hope that you will 
understand that my statements above are simple statements of fact, not threats 
or imputations that you would do anything but what is right. On your behalf, 
indeed, as well as my own, I resent the abuse of your reputation by anyone, be 
he an incompetent or whatever else. 

Sincerely yours, 
Rosert M. WALLACE, 
Associate Professor of English. 


JuLy 29, 1955. 
Senator Ot1in D. JOHNSTON, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR JOHNstToN: The final paragraph of the enclosed copy of a 
letter to the postal inspector in New York City will explain why I am referring 
a possibly troublesome question to you so late in the session: Perhaps the 
threats and badgering of certain mail order businesses call for the attention of 
the Post Office Committee of the Senate when you return to Washington after 
the approaching vacation. 

The enclosed information is full enough, I believe, to need no supplement 
regarding this particular situation. I should add, though, that when either 
inefficient, ill-equipped, or dishonest people can badger and threaten by mail, 
perhaps with impunity, it seems to me to be time to search for a remedy which 
is simple enough for numerous persons, each with a small financial interest, to 
put into operation. My impression is that already one cannot be forced to pay 
for anything sent him by mail unless he ordered it; but if a company can bull- 
doze a noncombative person into paying for what he did not order and did not 
even receive, by the device of mailed threats, it is time the law provided protec- 
tion from the unscrupulous and cynical dodge. 
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I hope all has gone well with you since I saw you last at the Wofford Centen- 
nial. It has with me—including addition of a pretty little girl to my family 
2 weeks ago. You see, too, that I am taking you up on your offer to help if I 
had anything to call on you for. 

Sincerely yours, 
RoBerRT M. WALLACE, 
Associate Professor of English. 


JULY 29, 1955. 
UNITED States PosTaAL INSPECTOR, 
Central Post Office, New York, N. Y. 

Dear Sir: I call your attention to a threatened defamation of character trans- 
mitted through the United States mail from Music Treasures of the World, 100 
Sixth Avenue, New York 138, N. Y., to me at 1715 Third Street, Tuscaloosa, Ala. 
(my home address). The threat is based on false statements which I had taken 
considerable pains to correct. Furthermore, it involved tampering with my 
ability to transact business through the United States mail. 

The details of the original operation areset down in the accompanying copy of 
a letter dated and mailed July 11, 1955, with copies as indicated. The John H. 
Cassidy named is a functionary of Music Treasures of the World. Perhaps I 
should say that if he exists, John H. Cassidy is represented as a factionary, for 
I have no substantial evidence that there is such a person; John H. Cassidy may 
be just a convenient fiction like Anne Page. 

I enclose, in addition to the copy of my letter of July 11, the threatening notice 
from Music Treasures of the World. 

Because of the business combination either involved or implied in the name, the 
Mail Order Credit Reporting Association, because of the mendacity of the report, 
because of the threat of defamation of character, and because of the transaction 
of these items of business through the United States mail, I shall appreciate your 
taking vigorous action to halt the company’s practices as they relate to the 
reported threat. 

I hope that you will not object to my sending a copy of this material to my old 
friend, Senator Johnston of South Carolina, who may find that legislative action 
is in this connection needed. I have friends who have been similarly abused by 
other business enterprises. My experience is not an isolated incident. 

Sincerely yours, 
Rosert M. WALLACE, 
Associate Professor of English. 





Post OFFICE DEPARTMENT, 
INSPECTION SERVICE, 
Post OFFICE INSPECTOR IN CHARGE, 
New York 1,N. Y., August 9, 1955. 
Mr. Rosert M. WALLACE, 
Associate Professor of English, 
University of Alabama. 


Dear Sir: This has reference to your letter of July 29, 1955, with regard to an 
unsatisfactory transaction had with Music Treasures of the World, 100 Sixth 
Avenue, New York 13, N. Y. 

An investigation has been made regarding the operations of the above named. 
The evidence developed was not of such nature as to justify criminal or fraud 
order action under the postal fraud statutes, and the case was accordingly 
closed. The particulars of your complaint have been given careful consideration, 
but in view of the foregoing, another investigation is not deemed warranted. 

As information, our authority as fixed by Federal law does not include authority 
to assist in recovering money or property or otherwise effect, induce, or bring 
about settlement in matters of alleged fraudulent use of the mails, this being a 
subject for redress through the usual civil channels. However, as a courtesy to 
you, your complaint was discussed with the firm, and we are now in receipt of a 
carbon copy of their airmail-special delivery letter to you @ated August 5, 1955. 
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Should you find it necessary to communicate again with the concern, it is sug- 
gested that you address your letter for the personal attention of D. J. Meehan. 
We wish to thank you for having presented the matter for our consideration. 


Sincerely yours, 


Mr. H. B. MontTacueE, 
Postal Inspector in Charge, 
New York Division, 
New York 1, N. ¥. 


H. B. MonraGvueE, 
Postal Inspector in Charge. 


AvuGusT 15, 1955. 


Deak Mr. Montacue: Thank you for your courteous and efficient handling of 
the situation which I called to your attention in my letter of July 29, 1955, with re- 
gard to my dealings with Music Treasures of the World. Thank you too for your 
thoughtful return of the company’s statement which I had enclosed and for 
your own excellent statement of the legal situation. 

For your information, I have written Senator Johnson regarding this disad- 
vantageous position of individuals, each with a small stake, and the threatening 
secretive combination involved in enforcing unverifiable claims which are easily 


erroneous. Just as industry and commerce 


needed protection from unions, 


whether exactly in the form provided in the Taft-Hartley law, individuals need, I . 
think, protection from commercial combinations. To be protective, the law . 
must provide for effective counteraction within the limits of reasonable con- 
venience and expense relative to the time of claims made against each individual; 
for when submitting to injustice is cheap and both the threat and the cost of 
relief are great, the temptation is always to submit and mark off the cost to ex- 
perience. This reaction, however understandable, is none the less cynical and 


corrosive. 


I mention this not with any idea of criticizing your handling of this or other 
cases, but with the idea that you may keep the points in mind if occasion calls for 


your commenting on the matter. 
Sincerely yours, 


Rosert M. WALLACE, 


Associate Professor of English. 


UNITED STATES SENATE, 


COMMITTEE ON POST OFFICE AND CIVIL SERVICE, 


Mr. Rosert M. WALLACE, 
University of Alabama, 
University of Ala. 


August 18, 1955. 


Dear Mr. WALLACE: I am writing you in the absence of Senator Olin D. John- 
ston to thank you for your letter of July 29, 1955, in regard to material which is 


being sent through the United States mail. 


We are taking this matter up with the Postmaster General and will advise you 


when we have received a reply to our inquiry. 
With kindest regards, I am 
Sincerely yours, 


H. W. Brawl Ley, 
Executive Director. 


Music TREASURES OF THE WORLD, 
New York 13, N. Y., August 19, 1955. 


Rospert M. WALLACE, 
University, Ala. 


Dear Frienp: In checking our accounts, we find that we received two appli- 
cations from you for membership in Music Treasures of the World and have set 


up two membership accounts in your name. 


You will understand that we cannot allow more than one introductory offer to 


each member at the specially reduced rate. 
the duplicate at regular membership price. 


We will be happy to bill you for 
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After crediting you with the initial payment, there is a balance due of $3.35 
for duplicate initial on account No. 9Y32763, which is the only active account 
we are maintaining in your name. 

We urge you to refer to this number whenever you communicate with us. 

Sincerely, 
MARSHALL TURNER. 


AvueusT 22, 1955. 
Re Accounts 8Y 15493 and 9Y 32763. 
Personal attention of— 
Mr. D. J. MEEHAN, 
Music Treasures of the World, New York, N.Y. 


DeaR Mr. MEEHAN: I have your recordings, MT 12, MT 14, and MT 20 (MT 
12 is “initial’), all on account 8Y 15493. I have received no other records from 
you and will refuse to receive any which you send me. 

I have paid in full for the records listed above. For details, see my letter of 
July 11, 1955, to the Office of the President, Mail Order Credit Reporting As- 
sociation, one carbon of which went to you and another to the Better Business 
Bureau of New York, Inc. 

Now you ask payment of $3.35 for a duplicate initial record which I have 
not received, which I will not accept if it is sent hereafter, and which I have 
no recollection of ordering. This is “on account No. 9Y 32763, which is the 
only active account we are maintaining in your name.” Thank God for little 
favors. You are to close this account, too, at once: I do not want it, have no 
recollection of having opened it, and have certainly received nothing on it. 

I reported your false charges and your threat, through the mails, to impair 
my ability to transact business by mail, to the postal inspector, New York City, 
and other appropriate persons. Apparently as a result of the inspector’s in- 
vestigation, you sent me an airmail-special delivery letter dated August 5, 
1955, and a carbon of it to the inspector. The letter was mistakenly refused 
by my wife, whom I had told to receive no package from you, so I do not know 
what you said init. (You may send it again if you wish.) Whatever your letter 
of August 5 said, I am exceedingly surprised at your new error (note that 
I assume honest intentions) now after the earlier error had been called forcibly 
to your attention. 

Offering to do business carries a responsibility to operate efficiently. I am 
willing to accept a reasonable explanation and firm written assurances that you 
have not damaged my credit as you threatened and that you will not do so on 
the basis of errors you have already committed. On the other hand, I shall not 
hesitate to seek means of redress if you do not comply with the simple con- 
ditions stated above. You, of course, have a right to use all ethical and legal 
means to collect what is due you; I have a right to freedom from inefficiency- 
ceum-bullying. 

' Sincerely, 

Rosert M. WALLACE, 
Associate Professor of English. 


THE BETTER BUSINESS BUREAU OF NEW York Ciry, INc., 
New York, N. Y., August 25, 1955. 
Deak Sir: Details of the complaint contained in your letter of July 11, 1955, 
were presented to: Music Treasures of the World who have advised us that 
the matter is being adjusted. 
We are glad to have been able to serve you. 
Yours very truly, 
WARD R. WILLIAMSON, 
Service Department, 
(For the Bureau). 


New York, N. Y., September 15, 1955. 
Re Music Treasures of the World. 
Mr. Rosert M. WALLACE, 
Tuscaloosa, Ala. 
DEAR Mr. WALLACE: We have received information from Mr. Marshall Turner 
of the above organization to the effect that although they advised you on August 
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5, 1955, that they had canceled your account with no balance due them, that 
you may continue to receive billings from them as your stencil is apparently 
misfiled. They request that you return to them any such billings that you may 
receive and refer to their letter of August 5, 1955, so that they may locate and 
destroy your stencil. 
We regret that you have again been inconvenienced in this matter. 
Very truly yours, 
THE BETTER BUSINESS BUREAU 
OF NEw YorK Ciry, INc., 
Warp R. WILLIAMSON, 
Service Department. 





Ocroper 17, 1955. 
Mr. MarsHALL TURNER, 
Music Treasures of the World, 
New York 13, N. Y. 

Dear Mr. Turner: A letter of September 15, 1955, from Mr. Ward R. William- 
son of the service department, Better Business Bureau of New York City, says 
that you are looking for my stencil to destroy it in line with your firm’s letter 
to me of August 5, 1955, stating that you have canceled my account with no balance 
due. Somehow or other you have apparently canceled the old account but made 
up an unexplainable new one, the number of which appears on the enclosed notice. 
Please be so good as to destroy the stencil used on the present series of notices. 

I shall decline to receive any packages or circular notices from your firm 
hereafter. I mention this so as to give you an opportunity to avoid the incon- 
venience and expense which would fall upon you in event of further delay in 
complying with the request above. 

Sincerely yours, 
Rosperrt M. WALLACE, 
Associate Professor of English. 


The CHarrman. I have letters here from Freeman L. Mittenthal, 
attorney, at Dallas, Tex., referring to unsolicited merchandise through 
the mail, and without objection it will be incorporated in the record. 

Also a letter from J. Frank McInnis, Post Office Box 569, Minden, 
La., relative to unordered merchandise, and a letter from Mrs. 8. L. 
McElroy, Post Office Box 1235, Sweetwater, Tex., referring to trans- 
actions of the Literary Guild of Garden City, N. Y. 

The last paragraph of a letter from Mrs. Lela Barron, Box 68, 
Muleshoe, Tex., has a suggestion about the way to handle it. 

Here is a letter from Patricia Patterson, at Dallas, Tex., which 
refers to unordered merchandise from the Jazztone Society, together 
with a copy of her letter that she wrote to their comptroller. 

Here is a letter from J. S. Kimble, at 903 South Fredonia, Longview, 
Tex., to be incorporated in the record. 

(The letters referred to follow :) 


Datras, Tex., March 1, 1956. 
Hon. JoHn Dowpy, 
House Office Building, 
Washington, D. C. 

Dear CONGRESSMAN: I read in the newspaper yesterday that you are heading 
a subcommittee looking into the sending of unsolicited merchandise through the 
mails. The article stated that you would like to receive further word from 
persons who are unhappy about receiving unsolicited and unwanted articles 
through the mails. 

I think that some of the worst offenders in this matter are some of the so-called 
charitable organizations who send neckties through the mails and request that 
you purchase same or return it to them. In particular, I have been flooded with 
neckties from the Amvets, both to my home and office. I am a veteran myself 
and I sympathize with the aims of Amvets, but I detest this method,of solicitation, 

Surely something can be done to prevent the nuisance which you are investi- 
gating and I would be happy to supply any further information that you might 
request. 

Respectfully yours, 


FREEMAN L. MITTENTHAL. 
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MINDEN, La., March 1, 1956. 
Hon. JoHN Dowpy, M. C., 
House Office Building, Washington, D. C. 


Dear Sir: I see from the newspapers that your subcommittee is looking into 
the sending of unsolicited merchandise through the mails. 

I am very glad to learn this. I believe I am on the majority of the “sucker 
lists” in the United States. I am continuously being solicited for contributions 
to every conceivable “cause,” including the Sister Kenny Fund and the Leper 
Fund, besides a lot of recreational deals mostly in the Eastern States. 

Others, such as the necktie workers in St. Louis and the Amvets continually 
send things I have not thought of ordering. 

I hope you will give all these organizations a good going over. No doubt many 
of them should be denied use of the mails. Many of them are just “rackets,” 
designed to support the operators with good salaries. 

More power to you and your committee. 

Yours truly, 
J. F. McInnis. 


Marcu 2, 1956. 
CHAIRMAN Dowpy. 

Dear Str: Last June we started receiving books which we didn’t order, we 
didn’t subscribe to or want but we paid 42 cents to send the first 2 books back 
and the next books we refused to accept at the post office. 

Since then we have received numerous threatening letters from the Literary 
Guild of Garden City, N. Y., and the Mail Order Credit Reporting Association, 
Inc., 15 West 38th Street, New York. N. Y., because we have refused to pay for 
the books, which we mailed back. 

These two companies or book clubs to quote from the latest letter: we will be 
caused great “embarrasment,’ we will be sued, etc.; we have consulted our 
family lawyer on all of these letters and he advised us positively not to pay and 
ignore all of their letters. 

We sincerely hope that these mail-order firms are restrained from molesting 
the public. 

Sincerely, 
Mrs. S. L. McE roy, 
Sweetwater, Tez. 


MuLESHOE, Tex., March 1, 1956. 
Hon. JoHN Dowpy, 
Representative, Washington, D. C. 

Dear Sir: I have just completed reading your article headed “Unsolicited 
Merchandise in Mail Now Being Investigated,” which also recites the item of 
books, pamphlets, etc., and of those things I would especially like to comment. 

There is some unsolicited literature, born in New York, Chicago, and Los 
Angeles which flood this country with ideologies which befuddle and confuse 
the mind of people to the extent that psychiatrists have had to step in to try and 
balance the thinking of people. 

There are some living examples of some of the result of the filth that has come 
to even this town to people unsolicited which has almost unseated the mind 
of some of them, and have made miserable searchers of the unknown of men and 
women trying to fathom the unseen and unknown world, who are now seeking 
the aid of psychiatrists trying to balance their thinking, and overcome a nervous 
tension which such stuff has brought about. 

I am an older woman, the age of 63, have been active in business, church 
activities, and community activities; having reached this age with close church 
connections, this stuff has not bothered me, but some very near and dear to me 
have come in contact with it, and we have had a terrific battle for about 2 
years trying to capture again the balance of a well arranged and balanced life. 
So I am heartily in favor of some kind of legislation which would prohibit the 
sending of such stuff through the mails to people unasked for. 

I am glad someone can see the need of a quick elimination of the use of the 
mails for such stuff which must be an encumbrance to the postal department. 

I think mail should be well marked and its contents such that could be ex- 
posed where it comes from and such as that. This literature that I have refer- 
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ence comes only from a town and with a box number maybe will be all the address 
on it. Probably that would not come under the postal authorities business but 
if anything could be done about it I think that is the only way such literature could 
be eliminated from the mails. 

Yours truly, 


Mrs. LELA BARRON. 


Darras, Tex., March 1, 1956. 
Hon. Jonn Dowpy, 


House of Representatives, 
Washington, D. C. 


Deak Mr. Dowpy: In yesterday’s Dallas Times Herald there was an article 
concerning your investigation of sending unsolicited merchandise through the 
mails. The article said that you would like to receive further word from persons 
who are unhappy about receiving unsolicited merchandise. Believe me, “un- 
happy” is the understatement of the year, as far as I am concerned. 

The Jazztone Society is my bone of contention. I did clip a coupon from a 
magazine and sent for the introductory-offer record, but the coupon said that I 
was under no obligation to take any certain number of records and that my 
membership could be canceled at any time. 

I am enclosing a copy of a letter which I wrote to the society yesterday. It 
was in reply to a letter from their comptroller saying that they would impair 
my credit rating if I did not send them the money for a record (which I did 
my order). 

The best of luck to you in your investigation. It is a most timely undertaking. 

Sincerely, 
PATRICIA PATTERSON. 


Daas, Tex., February 29, 1956. 
Re account No. 6779420. 
Mr. LEonN POWERS, 
Comptroller, the Jazztone Society, Inc., 
New York, N. Y.: 

Perhaps it will be wise, Mr. Powers, for me to give you a summary of my 
anything-but-satisfactory experience with the Jazztone Society. 

My first mistake was sending the money for the trial record which the society 
offered. I did not like the record on first hearing, and repeat playings have not 
changed my opinion. . That did not bother me too much, because I thought I could 
eancel my subscription at any time. It did not occur to me that canceling a 
membership in the society would be as difficult as escaping from a concentra- 
tion camp. 

When I first received my first selection card, I indicated on it that I did not 
want the record offered and, furthermore, I attached a note to the card asking 
that my membership be canceled. That settled nothing, apparently, because I 
continued to receive selection ¢ards for months. Hach of them was returned 
with a note asking that my membership be canceled. Last July I became so 
vexed over the fact that my notes had been ignored that I wrote a letter to the 
society outlining my troublesome experience with their organization. In that 
letter I said that I was extremely irritated because my requests for cancellation 
had been ignored; that I would not be subjected to the nuisance of having to 
return any more selection cards and, that if the society arbitrarily sent me any 
records, it would do so at its own risk, because I did not intend to pay for them. 
Nothing daunted, the society shipped me a record in late July. Unfortunately 
I have to work for a living, so I was not at home when the postman delivered 
it and, therefore, I could not refuse to accept it. A day or two later I wrote 
another letter to the society explaining, for what seemed to me to be the hun- 
dredth time, that I did not want any of their records and that, since I had not 
ordered the one they had sent, I had no intention of paying for it. I told them 
that I would return the record if they would send me the necessary postage. 
When I had heard nothing from them by December, I naturally assumed that 
the issue was closed. I have a friend whose only weakness is the kind of 
musie(?) which the society puts out, so I gave the record to her. 

Since I have given away the much-discussed record which was sent to me in 
spite of all I could do to prevent it, I shall gladly return to you the introductory- 
offer record if you will send me the necessary postage. Perhaps the possession 
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of th®€Peeord will ease your pain somewhat and, frankly, I shall be happy to get 
rid of it. .1t might contaminate my record collection. 

Your threat to undermine my credit rating intimidates me not at all. I know 
full well, as you must know also, that I am not obligated to pay for merchandise 
I did not order. 

If I ever find out that I have a deadly enemy, I shall promptly wish off on him 
a@ membership in the Jazztone Society. 

Very truly yours, 
PATRICIA PATTERSON. 


Loneview, TeEx., February 29, 1956. 
Representative JoHN Dowpy. 

Dear Sir: I read in the local paper today that you are heading a subcommittee 
looking into the sending of unsolicited merchandise through the mails. 

You have my hearty approval in looking into this matter. Up until about a. year 
ago I was bombarded regularly with socks, neckties, stationery, greeting cards, 
et cetera, all of which were sent back. 

All, that is, except the last one which I sent to our local postmaster asking him 
to check the authenticity of the veterans’ organization offering the merchandise. 
I later received a letter from a postal inspector in California advising me that 
they were investigating the organization at its home base. 

Oddly enough, I have not received any such merchandise through the mails 
since. 

To me, such merchandising is very irritating and puts the receiver in an 
undesirable situation. I think it should be completely abolished. Some of it 
comes from so-called charitable organizations, on which the receiver has no easy 
way to check. It tends to make it simple for fraudulent operators to collect 
money from the unsuspecting. 

So, to sum it all up in one good time-tested east Texas expression, “Congress- 
man, give ’em hell for me.” 

Yours truly, 


J.S. KIiMBie. 

The Cuarmman. We have some little testimony relative to punch- 
cards coming through the mail. It appears that I am still on some- 
body’s sucker list, because in the morning mail I had forwarded to me 
from Athens a letter from the Morse Sales Co., 1222 West Morse Ave- 
nue, Chicago 26, Ill., with a punchcard in it for an automatic electric 
fry pan. 

That letter was addressed to my address some 12 years ago in Athens, 

Without objection, that will be incorporated in the record. 

(The letter and card referred to follow :) 


Morse Sages Inc. 
1222 West Morse Avenue, Chicago 26, Ill. 


WOULD YOU LIKE TO HAVE THIS SENSATIONAL FRYALL AUTOMATIC ELECTRIC FRY PAN 
WITH THE WESTINGHOUSE THERMOSTAT CONTROL ALMOST AS A GIFT? THEN JUST 
READ THIS LETTER—IT’S SIMPLE—IT’s EASY 


Dear Frrevp: Here is the very newest in electrical appliances, the new Fryall 
automatic electric fry pan with the Westinghouse thermostat-controlled heat 
for crisp, even frying. All you do is set the convenient dial indicator to the 
correct cooking temperature. The tubular heating element that automatically 
heats the pan and keeps it at the desired degree, will assure you of foods fried 
to perfection. This amazing Fryall fry pan comes with a high-dome cover and 
a 6-foot detachable cord. 

Read the enclosed circular for all the details about this beautiful Fryall 
automatic electric fry pan. Then see how amazingly easy it is for you to own 
one. Like other Fryall products, this fry pan has a 1-year warranty against 
defects in material and workmanship and carries the famous Underwriters’ 
Laboratory approval. 
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Here’s all you have to do. Show the enclosed illustration to your friends, 
relatives, neighbors, and coworkers. Explain to them how they, too, can get 
this lovely Fryall automatic electric fry pan almost as a gift. Under each of 
the names on the enclosed sales card is a concealed number. Numbers are not 
consecutive. The person selecting No. 1 pays 1 cent; No. 7 pays 7 cents; No. 12 
pays 12 cents; No. 19 pays 19 cents; No. 26 pays 26 cents; all others pay only 
89 cents; none higher than 39 cents; Nos. 7 and 19 each receive a gorgeous 
3-piece aluminum ashtray and coaster ensemble. 


WHEN ALL NAMES HAVE BEEN TAKEN, YOU REMOVE THE LARGE RED SEAL AND THE 
PERSON WHO SELECTED THE NAME CORRSPONDING TO THE NAME UNDER THE LARGE 
BRED SEAL RECEIVES A FRYALL AUTOMATIC ELECTRIC FRY PAN AND YOU TOO WILL 
RECEIVE YOUR FRY PAN 


See how simple it is. Nothing to it—nothing but fun and then the marvelous 
Frya2.ll automatic electric fry pan is yours. As soon as we receive the enclosed 
order form, we will rush you 2 Fryall fry pans and 2 beautiful 3-piece aluminum 
ashtray and coaster ensembles. 

Sincerely yours, 


Morse Sates, INc., 
L. F. ALLEN. 
P. S.—Should you be unable to take advantage of this offer, perhaps one of 
your friends would be interested in receiving this wonderful Fryall automatic 
electric fry pan. Will you please turn this literature over to them? 
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TU AESTE Td aiedeniogpiser pie 
Please Use thia Order Form 


MORSE SALES, INC. 
1222 W. Morse Ave. Chicago 26, Ill. 


Please Rush me 


2 FRYALL AUTOMATIC 

ELECTRIC FRY PANS 

and 2 Three-Piece Aluminum 
Ash Tray-Coaster Sets 

$27.95 PAYMENT [] $5.00 DEP. ENCLOSED 

IN FULL SHIP BALANCE C.O.D. 


Name 
(Please print clearly) 


Address. 


————_ — 


Winners 









Name 





(Please print clearly) 
Address. 






City Zone___State 
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order is received within 20 days. 
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 Nochiny Uke it! You'll love your Fevall at 
“fitt sight. Prepares an entire meal with 
case — saves vou loads of time and work! 
You cook aad serve the most delicious 
meais right at your table wich this, amazing 
Fryall. 110-120 volt A.C. operation, Easy 
washing like any quality clectrical appli- 
ance. Complece with High. Dome, self-" 


basting cover and 6 foot heavy duty cord. 
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The Cuarrman. Mr. Kermit Kip, attorney for Akwell Corp., has 
asked to testify this morning. 
Mr. Kip, will you come forward, please ? 


STATEMENT OF KERMIT KIP, ATTORNEY, BUCKLEY & BUCKLEY, 
NEW YORK CITY, REPRESENTING THE AKWELL CORP., AKRON, 
OHIO 


Mr. Kre. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I want to take 
this opportunity at the beginning to thank you for affording me an 
opportunity, on short notice, to come here and appear before this 
committee. 

The question that I am about to-—— 

The CHarrMan. Is it your request that you wanted to appear at 
this hearing ¢ 

Mr. Kre. That is right, sir. 

The question which is the subject of my appearance here is covered, 
I believe, in paragraph 

The CHarrMan. You may have a seat. 

Mr. Kir. If the chairman has no objection, I am more used to speak- 
ing from my feet than I am sitting. 

The Cuairman. That is all right. 

Mr. Kir. The question about which I am going to address myself, 
[ believe, comes under the provisions of paragraph (5) of the reso- 
lution which directed the committee to investigate. That is the 
paragraph relating to the mailability of articles and printed matter 
generally, that particular portion. 

The Akwell Corp. isa manufacturer. I venture to say it is probably 
the largest manufacturer in the country today of rubber articles 
used for medicinal purposes. Among those are the rubber prophy- 
lactic, the finger cot, and bandages of different types. 

We have large plants in Akron, Ohio. We employ somewhere 
between 300 and 400 people. The product, of course—the main prod- 
uct—is the rubber prophylactic, and we have experienced considerable 
difficulty in connection with the mailing of prophylactics. 

The Post Office Department, for many years, has seen fit to classify 
the rubber prophylactic under the heading of “obscene and crime- 
inciting material,’ which prohibits mailing. The original statute, 
the Comstock law, of course, was enacted in 1873 and is the original 
statute from which all of the subsequent statutes flow concerning ob- 
scene matter and crime-inciting matter. 

The Comstock law, in its enactment in 1873, was to prevent the mail- 
ing of obsecne and crime-inciting matter, and Congress at that time, 
and right up to the present time, the Comstock law has served a very 
useful purpose, but the wording of the act is such that they say in the 
act: 








Articles adapted or intended for the prevention of conception. 


The Post Office Department has ruled that since prophylactics, rub- 
bers, can be adapted for preventing conception, therefore you must 
presume that they are intended for preventing conception. 

The CHarrmMan. Aren’t they? 
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Mr. Kir. No. On the contrary, sir. If they were, if that was the 
only purpose for which a rubber ‘prophylactic was made, I would say 
then definitely it would be illegal, but let me go a step further, Mr. 
Chairman. 

These articles are legal. They are legally manufactured. 1 do not 
know whether the committee is aware of it, but in 1937 the Food and 
Drug Administration of the Public Health Service classified these 
articles as drugs. They regulate and control their manufacture. 

They have their regulations. These articles are inspected by the 
Government agencies and they are manufactured with the same strict 
supervision as any other proprietary medicine or proprietary drug. 
We come under the same classification. 

They have their inspectors going around in the plants. They take 
shipments in interstate commerce. These articles can be freely 
shipped by express, but they cannot be mailed. They take articles, 

take shipments; they test them and they examine them. 

If they are found not to conform to their standard, they libel the 
shipment and the shipment is destroyed. They have their standards. 
Another thing that shows the legality of this—I don’t know whether 
you are aware of it or not—but these articles can be trademarked. 
The United States Patent Office issues trademarks on these articles all 
the time. 

Therefore, I say if it was a matter of preventing conception, there 
wouldn’t be any question about it, but such is not the case. We are 
all aware—we must be realistic—that venereal disease is a great prob- 
lem. The Public Health Service recognizes it. The American Society 
of Social Hygiene recognizes it. 

Last year, in 1955, in 25 States of the United States, venereal dis- 
ease was on the increase. While the overall picture of the Nation 
showed that there was a slight drop in the venereal rate, yet in 25 
States there was an increase, and one venereal disease—and I refer 
to gonorrhea—in that particular instance had a Weber increase than 
it had in any of the preceding years, last year. 

In connection with that, I would like to offer for the record some 
of the material that is furnished by the Public Health Service. For 
example, the VD Fact Sheet and two other pamphlets. I would like 
to put those in the record, and I think they may prove of interest to 
the committee to show just exactly what is happening, not only in the 
United States, but right here in the District of Columbia. 

If you saw the figures in the District of Columbia alone, they are 
astounding. If I may include these in the record, sir, I would like to. 

The CHairman. It looks like they are pretty long. Aren’t they pub- 
lications of record? “an you just state what they are? 

Mr. Kre. Yes. This will be VD Fact Sheet, issue No. 12, of the 
United States Department of Health, Education and Welfare, Public 
Health Service. 

This pamphlet is Cause and Spread and Cure of Gonorrhea, issued 
by the United States Depar tment of Health, Education, and Welfare, 
Public Health Service, and it is Health Service Publication No. 432, 
Health Information Series No. 87. 

A like pamphlet relating to sy philis i is Public Health Service Publi- 
cation No. 410, Health Information Series No. 84. 

Here we have a situation which seems to me to present a difference 
between laws or interpretation of laws. Here we have, on the one 
75787—56——11 
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hand, a statute which says, in effect, that these articles are nonmail- 
able because they constitute an obscene article. 

The Cuatrman. I have just read that law, and it does not say that. 

Mr. Kir. If the chairman pleases, the heading of the statute is 
“Obscene and Crime-Inciting Material.” 

The Cuarrman. That is the heading, all right. 

Mr. Kir. And I think that is what the classification would be. 

The CHairMAn. It just says: 

Every article or thing designed, adapted, or intended for preventing concep- 
tion or producing abortion, or for any indecent or immoral use. 

It is all in section 1461 of the Criminal Code and Criminal Pro- 
cedure, title 18. It is pretty long. 

That is in addition to the “Obscene, lewd, lascivious, or filthy book, 
pamphlet, picture, paper, letter, writing, print, or other publication of 
an indecent character.” 

Mr. Kir. That is precisely my point, Mr. Chairman. Why should 
articles made by manufacturers, articles which the Government, itself, 
purchases and issues to the armed services, articles which they freely 
sell in the post exchanges, articles which may be shipped through the 
mail to a doctor or druggist, why should these articles in this category 
be classified with obscene publications ? 

Mr. Guser. How about liquor? Liquor is legal and sold in post 
exchanges. You can’t ship it through the mail. 

Mr. Kir. That is correct, sir. 

The CuHarrman. That is just something that I wanted to ask you. 
You can send these things through the mail to doctors or drugstores 
or anybody else who can see that they are properly used, or perhaps 
prescribe them for people, and other things for proper use, but if 
you sat here and heard the testimony that this committee has heard, and 
I am sure you have, or your representative, about circularizing boys’ 
schools and things of that sort with all sorts of indecent literature, 
I imagine you can realize how the public, generally, will receive your 
proposal—those who wish to prevent you from selling these things to 
minors or children. 

Mr. Kir. I am not referring to any mail order proposition. I am 
afraid you misconstrue my remarks. The only time that I am advo- 
cating mailability of these articles is from the manufacturer to the 
wholesaler and the wholesaler to the retailer. 

I am not advocating any widespread mail-order business in prophy- 
lactics. 

Mrs. Sr. Grorce. Why isn’t that already in effect when these arti- 
cles can be mailed to the big drug companies and the people who dis- 
tribute them? I don’t see why that doesn’t answer your criticism right 
away. 

Mr. Kip. Because the postmasters in many, many instances rule 
that they are nonmailable. If we could ship, for example, 20 gross 
poe which is the largest size that is permitted to be shipped 

y parcel post, we would be able to ship from the manufacturer to the 
distributor, and from the distributor to the retailer, by parcel post. 
The other way, we have to ship egtirely by express. 

Mrs. Sr. Grorer. But I thought you just said in your testimony 
that it was permissible to mail these articles to companies and to 
physicians? 
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Mr. Kre. To drug companies and physicians; that is correct. 

Mrs. Sr. Grorce. Whom else should they be distributed to, for 
heaven’s sake ? 

Mr. Kir. But there are retailers and wholesalers that do not come 
in the classification of drug companies and physicians. For example, 
these articles are not mailable by that class of distributors who treat 
with the proprietary medicine store. 

We must realize in many sections of the country throughout the 
country the registered pharmacy may be 60 or 70 miles away, but there 
is the proprietary medicine outlet. It may be in a general store. They 
have different classifications for them. 

They put these proprietary medicine departments in many of the 
stores in rural communities where you can buy the common household 
remedies, those that are packaged under the original-package theory, 
where the manufacturer puts them into a package and the retailer 
sells them. 

It requires no skill or knowledge on the part of the retailer because 
they have already been inspected by Federal Food and Drug Admin- 
istration and manufactured in accordance with their regulations. That 
is the point that I desire to make. 

Mrs. Sr. Georcre. But I think it would be slightly questionable 
whether that is the way to distribute these articles. 

Another thing, I think the stores that you describe are definitely 
on the wane throughout the country. There are not going to be many 
of them left. I don’t think that would cut very much ice on this 
proposition. 

Mr. Kir. Perhaps not. 

Mr. CrpEeRBERG. How do you sell these proprietary stores at the 
present time ¢ 

Mr. Kir. The proprietary store is sold by the wholesaler or the 
iobber, 

Mr. Ceperserc. We haven’t had any complaints from the proprie- 
tary stores as to their inability to get whatever product you make. 

Mr. Kir. No, I don’t suppose so. As a matter of fact, I didn’t 
even know that there was an opportunity to appear before the com- 
mittee until last Monday. 

Mr. Ceperserac. I don’t know of anywhere in any community of 
more than 500 that doesn’t have a legitimate drug store, probably 
any place in the country. Do you know of any place? 

Mr. Kir. Yes. I think there are. 

Mr. Ceperserc. Where? 

Mr. Kip. I think you will find that in some of the rural communi- 
ties. I don’t know exactly. 

Mr. Ceperserc. I have a pretty good sized rural district containing 
14 counties with drugstores in many, many locations. The smallest 
community in my district has a le itimate drugstore. I think the 
danger here is ie we up the flood gates so that you can make the 
definition yourself, who is and who is not a wholesaler, and that be- 
comes the critical question, because if you get John Doe ‘who is selling 
papers on the corner down here and decide he is a wholesaler, then we 
are opening up the flood gates to a proposition that is purposely taken 
care of in the law. 





148 UNORDERED MERCHANDISE TRANSMITTED BY MAIL 


The CrarrMan. A ‘few years ago I know that advertisements of 
this stuff were going through the mails; apparently that is against 
the law. 

Mr. Kir. As a matter of fact, that was back, I think, around the 
early or the middle thirties. That was before this became regulated 
by Federal food and drug in 1937. Today the only advertisements 
permitted are in trade journals, journals through the pharmaceutical 
and drug trade, medical journals. 

That is the only advertising that is done. There are only approxi- 
mately four manufacturers of these articles in the entire country. 

Mr. Ceprerserc. You are one of the large manufacturers. You 
have about 300 people working. What is your volume in a year’s 
time? 

Mr. Kip. 1 would say that an overall volume, both domestic and 
export 
Mr. Ceperserc. Let’s get domestic. We don’t care about the export. 

Mr. Kir. I would say the domestic market is probably 1,200,000 
gross. 

Mr. Ceprrserc. Then we have roughly 150 million. 

Mr. Kip. We have 40 distributors. 

Mr. CepeRserG. How many manufacturers are there? 

Mr. Kir. There are four who manufacture. 

Mr. CreperBerG. Are you one of the largest manufacturers ¢ 

Mr. Kip. I would say so; yes, sir. 

The CuHarrman. How many gross did you say ? 

Mr. Kir. 1,200,000 in the domestic market. 

Mr. Crperserc. I missed that. That is over 150 million. There 
are 4 manufacturers and you put out over 150 million ? 

Mr. Kir. I say 1,200,000. 

Mr. CxperBere, Over 150 million units? 

Mr. Kir. Gross; that is right. 

The CHarrman. That would be something over 150 million, 
wouldn’t it ? 

Mr. Kir. I think it would, mathematically. 

Mrs. Sr. ee What is the gross business of your company, Mr. 
Kip, roughly? I don’t mean down to the last dollar. 

Mr. Kir. Dollar wise! 

Mrs. Sr. Groreg. Yes. 

Mr. Kir. I would say that the average would be per year some- 
where between $3 million and $4 million, or maybe $5 million. 

Mrs. Sr. Grorce. Then the net on that would be about what, do you 
suppose ¢ 

Mr. Kir. The net would probably be somewhere around, say, $750,- 
000. There is not a great spread between the manufacturer and the 
wholesaler. These are sold roughly in the neighborhood of about 
$2.75 to $3 a gross. 

Mr. Crpersere. I think we better check our mathematics here. 
1,200,000 gross ¢ 

Mr. Kip. Gross. 

Mr. Gusser. I guess that is 172 million. 

Mrs. Sr. Gsorce. No. 150 million. 

The Cuamman. Actually, it is a little more. In round numbers 
it 1s. 

Mrs. Sr. Grorar. That is round numbers; yes. 
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Mr. Ceperserc. I would like to ask you this question. - Has the fact 
that you haven’t been able to mail these hampered your business in 
any way ¢ 

Mr. Kip. No, 

Mr. Ceprersere. It has not hampered your business at all? 

Mr. Kie. No. You must bear in mind that this business, in its 
inception, was what you might call in the early days, back in the days 
of the Comstock law and the early 1900’s, was not a business as it 
exists today. 

It was, you could call it, almost a fly-by-night proposition. These 
things were manufactured surreptitiously, but today that is all 
changed. We have machines that manufacture these and the testing 
of them almost amazes you. The machines are automatic. 

These machines extend for the entire length of the plant and take 
two floors. The testing machines, the water test prescribed by the 
Government, all of these things take it out of the classification and yet, 
here is the industry and you could almost say it is stigmatized by the 
fact that we come under the same classification, at least in the eyes of 
the Post Office Department, as filthy books, and immoral articles. 

Mr. Creperpere. What difference does it make to you as long as you 
sell your articles? The Post Office Department isn’t a big customer 
of yours, is it? 

Mr. Kir. No; but the Government is. We want to get away from 
this stigma that attaches. 

Mr. Crepersers. I don’t think there are 10 people in the United 
States that are presently aware of this stigma you are talking about, 
and aren’t even concerned about it. 

Mr. Kir. Perhaps not, but we are. That is the unfortunate part. 
We feel it very keenly, that our business is so recognized by the Federal 
Government and yet, if, for example, we put a 5-gross shipment in 
the mail to a wholesale distributor, the postmaster doesn’t want to 
accept it. 

Mr. Gusser. Sir, I think you will be the first to admit that there is, 
and frequently is, an immoral use of the article you manufacture; is 
that correct ? 

Mr. Kir. Frequently is an immoral use? I would be unrealistic, 
sir, if I didn’t say so. 

Mr.. Gusser. Certainly. Won’t you agree that under the present 
law, which restricts shipment to wholesale drugpists;the Government 
is correct in preening that the use-to which the article will be put 
is legitimate 

Mr. Kir. That is right. 

Mr. Gupser. Won’t you agree further that if there is no such restric- 
tion, the possibility for immoral use of that article could be consid- 
erably increased ? 

Mr. Kiev. No; I won’t agree to that, sir, because you have to yee 
an immoral intent upon the ultimate purchaser. The immorality fea- 
ture of it doesn’t become any lessened if a man buys them in a drug- 
store than if he buys them anywhere else. 

We would have to stop shipping even to the druggist under that 
theory, because you wild say the ultimate purpose, then, is for an 
immoral intent. 

Mr. CrepernerG. You deal now directly from your factory to whole- 
salers? 
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Mr. Kir. To wholesalers entirely. 

Mr. Ceperserc. How do you ship them to wholesalers ¢ 

Mr. Kir. By express. 

Mr. Ceperserc. Who pays the express bill ? 

Mr. Kre. We do. 

Mr. Creperrerc. You pay the express ! 

Mr. Kip. Yes, sir. 

Mr. Ceperserc. Have the wholesalers complained to you because 
of the express rate ? 

Mr. Kir. They complain when they have to reship to their retailers. 

Mr. CreperverG. How do they do it now? 

Mr. Krr. Express. It has to be. 

Mr. Creperserc. Have we ever had any wholesalers complain about 
reshipping ¢ 

Mr. Krr. I don’t know. As a matter of fact, this is the first time, 
Mr. Cederberg, that I ever complained about it, because it was the 


first time that I had an opportunity to appear before a committee that . 


was investigating this particular subject. 

I don’t know in the past of any committees that were investigating 
the mailability of the matter, so when I found out about this, which 
was a week ago today, I think, I wrote immediately to the chairman 
and asked permission to appear to express our views. 

Mr. Ceperserc. Some of the wholesalers have been complaining to 
you, then; is that right ? 

Mr. Kre. They naturally complain to us because they are our dis- 
tributors. They are the. men that have signed the fair-trade con- 
tracts with us to maintain the prices so that you don’t get cutthroat 
competition. 

Mr. Crprerserc. Who are some of the distributors that: have com- 
plained ¢ 

Mr. Kre. Well, for example, the Smith Hughes Co. is one, and Dr. 
Sach’s Laboratories out in Chicago. They have said many times, 
fe he be a lot cheaper for us if we could ship a 20-gross order 

yy mail,” 

You see, there is somewhere arount $1.25 to $1.50 differential on 20 
gross, which is a 25-pound package, between the express rate and the 
parcel-post rate. This is something where we would be spending in 
postage along somewhere between $100,000 and $120,000 a year, if 
we could ship the smallest shipments by parcel post. 

Of course, if a man buys 1,000 gross, it doesn’t become practical. 
but if a man is out of an order, out of a particular item, and he says 
“Ship me 20 gross of this particular brand,” it would be far simpler 
and more economical for us to ship parcel post to the wholesaler. 

Mr. Ceperserc. On 20 gross that is a very, very small fraction of 
1 cent per unit, and a really small fraction. 

ies ari Yes. 


Mr. Creperserc. Do you think we ought to let the bars down so 
that they could be ninth 
intent of the article ? 

Mr. Kre. As far as that is concerned, Mr. Cederberg, let me answer 
you this way: I go along that the idea of sending these by the dozens, 
»y threes, or by ones, through the mail is completely out, but I say 
if a legitimate merchant, a retailer, a man who does hundreds of 


ed in those quantities, and prejudice the real 
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thousands of dollars of busines a year, runs out of an article—maybe 
he has to fill an order which requires 20 gross of a certain brand 
which he doesn’t ordinarily carry, and he asks for a special shipment 
of 20 gross—I say in that particular instance you don’t let down the 
bars. 

If the law was amended to such an extent as to permit the ship- 
ment, every manufacturer to wholesaler and from wholesaler to an 
established retailer, I say that that would not let down the bars. 

As to the fellow that does it surreptitiously, uses the mails to send 
these things through, he uses it as an adjunct to the indecent and 
the immoral stuff that he sends through the mails—he uses it as an 
adjunct, not as a main product—that would stop that, but it would 
still penalize the legitimate businessmen, the fellows that actually 
comprise the industry, the four main distributors. 

After all, there are 3 plants in New Jersey, and we have 2 of them 
in Akron. 

Mr. CrpersBerG. What section is that in the law, Mr. Chairman? 

The Cuarrman. Section 1461, title 18. 

Mr. Crperserc. How did it read ? 

The Cxarrman (reading) : 

Every article or thing designed, adapted, or intended for preventing conception 
or producing abortion, or for any indecent or immoral use. 

Mr. Ceperserc. As a practical matter, that whole section would 
have to be changed in order to correct the situation. I just can’t see 
the Congress doing that, and in order to mail, say, just 20 gross, you 
would still have to change the entire statute. 

The Cuarmman. The thing about this particular provision of the 
statute is it is not within the jurisdiction of the Post Office and Civil 
Service Committee anyway. It would be before the Judiciary Com- 
mittee. The thing that disturbs me, if you relax this law, as you seem 
to want done, is that products from fly-by-night operators—and the 
stuff that. you were talking about that happened several years ago 
would be a sample of what would be developed by not your company, 
perhaps, but by somebody that would buy from our company and 
sell them by the gross or dozen, and through the mails—and these 
advertisements and solicitations would be going through genera! mail- 
ing lists just like some of this other matter that we have complaints 
of here. 

Mrs. Sr. Grorer. Mr. Chairman, it seems to me that this business 
has gotten along pretty well using the express and the present means 
of distribution. I don’t think it is our province anyway to go into this 
or to change this statute. What we are really concerned about, Mr. 
Kip, is the shipment of unsolicited matter, and I gather that you cer- 
tainly are not in that in any way, shape, or form. 

Mr. Kir. Definitely not. 

Mrs. Sr. Gzoror. So I really don’t think, Mr. Chairman, that this 
properly comes before this subcommittee in that respect. 

The Crarrman. In my opinion, in addition to that, if that law was 
changed, it would not be within our jurisdiction. It would be before 
the Judiciary Committee. 

Mr. Gusser. In light of your statement, Mr. Chairman, that we do 
not have judisdiction over this particular statute, I would suggest to 
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the gentleman that he is appearing before the wrong committee, and if 
he wishes this to be changed he should cause a bill to be introduced 
which would be referred to the Judiciary Committee, and possibly 
considered. 

Mr. Kir. Perhaps, Mr. Gubser, I probably read the resolution 
wrong. That is probably my trouble. When I read the “Mailability 
of articles and printed matter generally,” I thought you were going to 
examine into an overall picture on this. 

I didn’t realize that it was more on the nonorder proposition. I 
hope I haven’t wasted the time of the committee on this. 

The Cuairman. That is quite all right. It has been interesting. 

Mr. Ceprerserc. That is what I tried to bring out when I asked you 
to read the section. I didn’t see how we could possibly do anything 
about it here. 

The Cuairman. No. If we recommended and introduced a bill it 
wouldn’t come back here. In my opinion, it would go to the Judiciary 
Committee. 

At any rate, it certainly wouldn’t come to this committee. 

Mr. Kir. I want to thank you for having heard me so courteously 
and taking up your time unnecessarily on this. I certainly am appre- 
ciative of the reception which I received. 

Might I file a statement as part of the record ? 

‘The Cuarrman. You have a short statement. 

Mr. Krr. But I would like to amplify it, if I may. 

The Cuarrman. All right. It won’t be too voluminous; will it? 

Mr. Kip. No. 

The Cuarrman. We don’t want one too big, since it is a matter 
which apparently wouldn’t be within our jurisdiction. I didn’t want 
to make too big a record on this. 

Mr. Kre. Thank you. 

(The statement referred to follows :) 


STATEMENT OF KERMIT F., Kip, ATTORNEY FOR THE AK WELL Corp. 


Mr. Chairman and members of the subcommittee, the chairman has afforded 
me an opportunity to be present today and to testify before this committee. It is 
my hope that what I am about to say will aid in some small measure the work of 
this committee in connection with nonmailable matter. 

I represent the Akwell Corp., of Akron, Ohio, which is today probably one of the 
largest manufacturers of rubber prophylactics in the country. It is a manufac- 
turer employing many hundreds of people. Its products are freely shipped in 
interstate commerce and yet they are classified as nonmailable matter. 

Rubber prophylactics are manufactured in accordance with the provisions of 
the Federal Pure Food, Drug, and Cosmetic Act. They must conform to the 
standard set by the Pure Food and Drug Division. They must be guaranteed in 
accordance with the regulations, and yet section 1461 of title 18 United States 
Code Annotated classifies them as “obscene and crime inciting matter’ and makes 
it a crime to deposit them in the mails and to knowingly receive them for the 
purpose of circulating or disposing of them. The penalty prescribed is a fine 
of not more than $5,000 or imprisonment for not more than 5 years or both. 

It is the inconsistency of the statutes which points up the need for amendment. 

On the one hand the prophylactic is a device used to prevent venereal disease 
and may be lawfully manufactured and on the other if it is sent through the 
mail it becomes “obscene and crime inciting matter.” 

As a device used for preventing disease it is defined as the safest method by the 
United States Public Health Service, but if mailed it becomes obscene material. 

Where, then, is the line of demarcation? 

The spread of venereal disease is a subject which is of paramount importance 
to the entire Nation. 
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The medical profession has recognized the need for control of venereal diseases. 
Our Government, through its Public Health Service, is waging extensive warfare 
by educating the public against the ravages of venereal disease. Despite this 
constant fight by the United States Public Health Service and associated Federal 
and State agencies there was an increase in the number of cases of venereal 
diseases in 25 States in the year 1955, and more reported cases of one type of 
disease in 1955 than any previous year. 

The Post Office Department can transport through the mails such a commend- 
able disease control, and at the same time benefit itself by many thousands of 
dollars of additional income which it now loses because of an obsolete law some 82 
years old. Every other Federal Department and the public recognizes prophylac- 
tics as any other proprietary drug, and the Post Office Department does not hold 
the other proprietary drugs to be nonmailable. Why should the Post Office De- 
partment discriminate? 

The provisions of the law which we believe require amendment are sections 
1461 and 1462 of title 18 United States Code Annotated, the outgrowth of the 
original law enacted in 1873, known as the Comstock Act and serve a useful pur- 
pose insofar as they are part of a scheme to suppress immoral articles and ob- 
seene literature. However, when in 1956 the Postmaster General interprets those 
sections to preclude the mailing of prophylactics intended for the protection of 
venereal disease, then, we believe, the matter is subject for study and review by 
this committee. 

Today, and since 1937, the rubber prophylactics are subject to the pure food 
and drug laws and are under rigid control of the Federal Food and Drug Ad- 
ministration. They are under the same control as drugs and medical devices. 
Today prophylactics are freely sold in post exchanges of the Armed Forces, and 
indeed in World War II were issued to millions of members of the Armed Forces. 
Nevertheless these articles are classified by the Post Office Department today as 
“obscene or crime inciting matter” and are held to be nonmailable. 

The provision of section 1461 reads as follows: “Every article or thing designed, 
adapted, or intended for preventing conception or producing abortion or for any 
indecent or immoral use * * * is declared to be nonmailable matter and shall 
not be conveyed in the mails or delivered from any post office or by any letter 
carrier.” This phraseology, the Post Office Department has ruled, prevents the 
shipment of prophylactics through the mail. Their construction is that since 
the article may be adapted for preventing conception, therefore it is a contracep- 
tive. It is believed that the phrase “adapted or intended” does not contain the 
disjunctive “or” but instead contains the conjunctive ‘“‘or’ and should be read as 
if it was said “adapted and intended for preventing conception.” 

With this construction placed upon the phraseology, the article becomes just 
as mailable as any other drug or proprietary medicine which complies with the 
Federal Food and Drug Administration regulations. It leaves to the ultimate 
consumer the question of the intent. It does not assume an illegal purpose in 
the purchase of a prophylactic. Sinee the articles are legal in their inception 
and are sold by the manufacturer for the prevention of disease only and are sold 
to wholesale distributors who in turn sell them to retail outlets, again for the 
prevention of disease only, it is submitted that to impute to the ultimate con- 
sumer an illegal intent or purpose in the purchase of prophylactics is clearly 
inconsistent with the presumption of innocence. 

We therefore feel that an industry which is lawful, which is regulated by the 
Federal Food and Drug Administration, which is patronized by the medical pro- 
fession, the pharmaceutical profession, and the armed services, should not be 
stigmatized by classifying its products as obscene and crime-inciting matter 
and denying them the use of the United States mails. 

It is suggested that the sections of the law in question be amended to coincide 
with the other statutes. In this particular instance we advocate that mailing 
of prophylactics from manufacturers to wholesaler or retailer should be excepted 
from the provisions of the statute. 

It may be said that these articles can be mailed to doctors or to retail drug- 
stores, but this committee must know that the doctor and the retail drugstore 
are not the only outlets for dispensing prophylactics to the public. There are 
many other legitimate outlets who may freely deal in prophylactics, but at the 
present time shipments to them by mail come within the condemnation of the 
statute. If a prophylactic is obscene matter when mailed by a manufacturer to 
a wholesale distributor or a retailer, other than a pharmacy, why then does it 
lose its obscene characteristics if mailed to the drugstore. Clearly the statute 
stigmatizes legitimate products without rhyme or reason. The character of the 
product and the intent of the manufacturer for its use does not change. 
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The CHarmman. We are going to have to recess these hearings until 
after the postal rate hearings, so I would say the best thing to do is 
just make an announcement when we can resume again. 

Several other letters relating to the general subject have been re- 
ceived and, without objection, will be imserted in the record at this 
point. 

(The letters referred to follow.) 

CHESWICcK, Pa., February 29, 1956. 
Representative JoHN Dowpy, 
Post Office Subcommittee. 


Dear Sie: A few days ago I received the enclosed post card and after reading 
the article on Gimmick Mail “take” Set in Millions, I feel that I’m one that 
might be taken in. 

Last August this company sent me a box of sample cards, which I did not ac- 
cept. I told the local post office employees I refuse the parcel and told them 
to return it to the seuder. Their card, as you can see, states that this is the 
fourth request for return or payment of Christmas samples, but actually it is the 
first request I received from them. I am wondering why they waited so long? 
Perhaps they think we have forgotten that we did not accept their cards! 

I believe this company is working a gimmick similar to the ones you are in- 
vestigating at the present, according to the newspaper article. Please inform 
me further concerning this matter. 

Sincerely yours, 
JOHN A. SKARJA. 


Goop MornincG: This is our fourth request for the return or payment of Christ- 
mas samples previously sent to you on approval. 

We have explained three times that had you returned them promptly we could 
have used them for Christmas, but you did not do so. 

Should you still have these beautiful sample boxes we still want them. All 
you have to do, as we explained three times before, is return them in their orig- 
inal carton using the special shipping label sent you in one of our previous letters. 
We will gladly repay yeu the postage used in this return. 

If you used these cards to send to your friends for Christmas we will still be 
glad to have you pay for them. All you have to do is send us $15.25 in cash, 
check, or money order, using the small special envelope sent you for this purpose 
in one of our previous letters. To avoid further correspondence in this partic- 
ular matter won’t you please do either of these two things today? Your account 
with us will then be clear. 

CHEERFUL CARD O©0., 
White Plains, N. Y. 


[Pittsburgh Press, February 29, 1956] 


GIMMICK Mart “TAKE” SET IN MILLIONS—CHARITIES ONLY GET SMALL PERCENT- 
AGE, Prospers REPORT 


(By Chester Potter, Washington correspondent) 


WASHINGTON, February 29.—A House Post Office Subcommittee and post-office 
officials got into astronomical figures yesterday when they opened an investiga- 
tion of the mailing of unordered merchandise. 

Some of the two-hundred-odd promotion mailers in the country, ostensibly 
selling something for “charity” to persons on their mailing lists, had a “take’’ 
totaling “hundreds of millions of dollars,” Representative John Dowdy, Texas 
Democrat, and subcommittee chairman, said at the ending of the first day’s 
hearing. 

Charities—veteran, religious, health—in many instances got “a very small 
percentage of the take,” he said. 

He cited an instance in Arizona in which the promoters of a campaign to aid 
children took in $700,000 from the sale of unordered merchandise, with the 
charity itself receiving only about $8,000. 
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KRAM CASE DISCUSSED 


Among those whose activities are being investigated by the Post Office Depart- 
ment and who were discussed by the Congressmen yesterday were those of 
Murray Kram, who mailed out crucifixes and sought contributions for them. 

He is currently under indictment in Pittsburgh. David H. Stephens, chief 
postal inspector, told the subcommittee that Kram’s take, “as near as we could 
estimate it, was $1,200 per day.” 

Mr. Stephens said that 10 mailers sent out 48 million pieces of unordered 
merchandise in a year, with a loss to the Post Office Department for handling 
them of about $346,000. 

Edward Rees, Kansas Republican, quickly figured out how many pieces of 
mail 200 mailers would send out and estimated the loss to the Department would 
run into many millions, not counting the hundreds of millions the unsuspecting 
customers sent in to the promoters in the name of charity. 


THREATS MADE 


Mr. Stephens, Representative Dante B. Fascell, Florida Democrat, and Repre- 
sentative Dowdy read into the record numbers of letters sent out by the mailers 
dunning those who failed to send in “contributions” or didn’t send back the 
merchandise. 

The letters began innocently enough but when the first failed to get remittances, 
the followup correspondence became extremely threatening, speaking of law 
suits, injured credit ratings, etc. In some instances, the mailers were only 
trying to collect $1.65, but “put the heat on” with lawyers’ letters to try to get 
it. 

The hearing resumes today with Rev. T. J. Jordan, of Catholic University, 
representing the Association of the Miraculous Medal, as one witness. Others 
scheduled to testify are Vincent Ford, of the General Card Co., Chicago, and 
Thomas Doran, president of the Thomas Doran Co., of White Plains, N. Y., 
another greeting-card maker. 





KIRByVILLE, Tex., February 29, 1956. 
Representative JoHn Dowpy, 


Washington, D. C. 


Dear Str: In reading of your investigation of business through the mails of 
unordered merchandise, I am prompted to send you the enclosed ecard. 

I received a box of Christmas cards before Christmas and I have not paid for 
them nor did I order them in the first place. 

I have received several cards like the one enclosed and I notice that the address 
to which I am supposed to send the money is in Wisconsin, but the cards are all 
postmarked at St. Louis, Mo. 

If the blind really get this money, I do not mind paying it, but I don’t want to 
pay money into some skin game. 

If you can tell me anything about this organization please advise. 

Yours truly, 


Ceci RICHARDSON. 


THE NATIONAL FEDERATION OF THE BLIND 
605 South Few Street, Madison, Wis. 


THANK You 


Please accept our deep appreciation for retaining the box of cards that we sent 
you recently. It is only through the help of kind friends all over the country, who 
buy our greeting cards, that we are able to continue, and expand, our work in be- 
half of the blind. Many people have written us to tell us that they think the 
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cards are beautiful and a worthwhile value for only $1.25. We sincerely hope: that 
you are also pleased with the cards. 
Thank you again for your help and cooperation. 
Sincerely, 
GEORGE CARD, 


First Vice President, National Federation of the Blind. 


Help the blind—to help themselves. 
P. 8.: Please return this card with your correspondence. If your letter has 
crossed this card in the mails please disregard it. 


Bursank, Cauir., Mareh 1, 1956. 


GENTLEMEN : Over a period of about 15 months every one of these envelopes 
was sent to me without my asking for a single one of them. 
Stop this kind of wasteful order taking and you will go a long way to eliminate 
your annual postal deficit. 
Respectfully yours, 
Louis Scuirm, Jr. 


(The material referred to is retained in the subcommittee files.) 


BurRBANK, CAuLir., Mareh 1, 1956. 
Post OFFICE SUBCOM MITTEE, 
House of Representatives, Washington, D. C. 


(Attention Chief Postal Inspector David H. Stephens. ) 


GENTLEMEN: Speaking of unordered merchandise as per enclosed newspaper 
article, I wish to add to your investigation, the practice of many firms of sending 
out what is known as mail-order circulars. For some reason I do not know, our 
firm is a target for a great many of these kind of circulars, and to prove to you 
that it is not just a simple thing, or even a small matter, I have saved up all of 
these mailings that have come to me, without any inquiry on my part from 
any one of them, over the past 15 months or so. I am sending these to your 
good offices, as factual evidence that there is a great waste of postage, paper, 
ideas, and that it has become a real nuisance. I trust that someone on your 
committee will do some real considering and put a stop to all this unnecessary 
waste. 

Thank you for your consideration and, I hope, action. 

Very respectfully yours, 
Louis ScureM, Jr., 
A Voter. 


SENDING OF UNORDERED ARTICLES IN MAIL PrRoBED—House Group ToLtp THAT 
MANY FirMs Soiicir MONEY FoR Dusious oR FAKE CHARITIES 


WASHINGTON, February 28.—House investigators were told today that many 
mail-order concerns soliciting money for dubious or fake charities colleet hun- 
dreds of millions of dollars a year from Americans. 

And the Government, said Chief Postal Inspector David H. Stephens, is help- 
ing to underwrite their operations with millions in mail subsidies. 

Stephens testified at a hearing of a House Post Office Subcommittee on ways 
to curb the practice of sending unerdered merchandise and obscene literature 
through the mail. 


PRODUCTS SENT OUT 


Stephens said mail firms send out billions of inexpensive products, and then 
ask the addressees to mail back money for some charity. The charity, in turn, 
often gets little or none of the proceeds, he said. 

Under questioning, Stephens named a number of concerns mailing out anor- 
dered goods about whom customers have complained. 

Among those named were Art Treasuries of the World (an art book club), 
the E. 8S. Laboratories, of Los Angeles; the Disabled American Veterans of 
Cincinnati, Ohio; Vita-Pharmacals, Inc., of Los Angeles: Literary Guild, of 
Garden City, N. Y. (a book club) ; Lingerie Sales Co. of West Los Angeles. 
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ONE CASE CITED 


Chairman Dowdy brought up one mail-house charity called the Foundatiom 


of Arthritic Children, of Tucson, Ariz. 
This concern, he said, took in nearly $700,000 in a year, but gave only about 
$8,650 to charity—about 1 percent. 


FirM DENIES SENDING UNSOLICITED MATERIAL 


Vita-Pharmacals, Inc., 1117 North Western Avenue, asserted yesterday, rela- 
tive to testimony in Washington on the activities of mail-order concerns, that 
it does not send out unsolicited material. 

“The Post Office investigators have been out here and we showed them bona 
fide orders for all of our shipments,” an official said. 

Efforts to reach the other two Southland companies named in the testimony 
were unsuccessful. Telephone information operators gave a listing on Santa 
Monica Boulevard for the concerns, but calls to the number brought into play 
a recording device stating that the number was no longer in service. 


SHREVEPORT, LA., March 2, 1956. 
Mr. JOHN Dowpy, 


Washington, D.C. 
DeaR Sir: For a long time I have thought something should be done about 
the unsolicited merchandise being imposed upon the public. Some of them have 
the appearance of worthy organizations and take advantage of the sympathy of 


the individual. If they are as worthy as they seem to be, they shouldn’t have 
to resort to such means to obtain funds. 

The first 1 or 2 of these neckties that came to us we kept and mailed the 
refund. After making this mistake, the ties came oftener and oftener. For a 
while I went to the trouble of returning them, and they still come. I refuse 
to inconvenience myself any more. 


The other article received in the mail was a box of assorted greeting cards, 
which I neither returned nor paid for. 


Please permit me to wish you luck in putting a stop to this unfair practice of 
imposing on the public’s rights and privacy. 
Sincerely yours, 


Mrs. CHARLES L. BLACK. 
The CHatrMAn. We might have an executive session now while we 
are here, so the public hearings will be recessed. 
(Whereupon, at 11 a. m., the subcommittee recessed the public hear- 


ings, to reconvene at the call of the chairman, and proceed in execu- 
tive session. ) 
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